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ECONOMIC 


SHIFT IN CONTROL ON TRADE FRICTION DISCUSSED 
T-kyo ZAIKAI in Japanese 16 Jul 85 pp 46-50 


[Article by Toshio Obi, senior researcher at Columbia University: "The 40 
Men Who Hold the Keys to the Resolution of Japanese-U.S. Friction"] 


[Text] Businessmen's Conferences in Action 


Private diplomacy by three economic organizations--Federation of Economic 
Organizations [Keidanren], Japan Committee for Economic Development |Doyukai] 
and Japan Chamber of Commerce and Industry [Nissho]--is forming a mighty cur- 
rent running through the channels of human connections between the Japanese 
and American peoples. 


The ninth general meeting of the Association of Japan and the U.S. southeast 
region was held last December in Birmingham, Alabama. On that occasion, 650 
personages from the 7 southeastern states, including governors, businessmen 
and politicians, assembled under one roof. The fact that Vice President Bush 
gave a special address on the closing day signified the extent of interest 
focused on that meeting. "The first time it was a small gathering of less 
than 50 people," so reminisced the meeting's chief organizer Chikashige 
Hasegawa, consultant for Sumitomo Chemical. 


Of course a businessmen's conference is neither a decision-making nor an ac- 
tion instrument; it, nevertheless, provides a valuable opportunity for mutual 
exchanges. Of late these conferences have evolved themselves from being an 
opportunity for friendship to a stage for policy discussions and then to an 
occasion for searching the ways to remove Japanese-U.S. economic friction. 


During the month of July a general meeting of the 22d Japanese-U.S. Business- 
men's Conference is going to be held in Minneapolis. This conference was 
originally conceived in 1971 by the Japanese side led by Yoshizane Iwasa, 
consultant for Fuji Bank, who established the Japanese-U.S. Economic Council 
(with Hideo Mochida as secretary general) as the window organization. 


On the American side, the All1-U.S. Chamber of Commerce tecame the conference 
secretariat, and the U.S.-Japanese Economic Consultative Committee was or- 

ganized in the same year with PanAm chairman Halaby as its chairman. Since 
then, the committee chairmanship has been held, in succession, by Dow Chem- 
ical chairman Gestucker, Texas Instrument chairman Sheppard and Borg-Warner 














chairman Bere; the incumbent is Honeywell chairman Spencer. The committee's 
current membership is comprised of some 80 individuals from the U.S. business 
sector. 


The committee's quadripartite vice-chairmanship is currently held by NCR 
chairman Anderson, Bank of America president Armacost, TIME's chairman David- 
son and Caterpillar chairman Morgan. 


Because in the United States the business centers are widely dispersed, there 
are in addition to the aforementioned two conferences the following regional- 
based organizations of Japanese and American businessmen and politicians, 

all actively pushing their programs: Japan-U.S. Midwest Regional Association 
(chief organizer: Chikashige Hasegawa) which deals with political and busi- 
ness personages of the eight Midwestern states of America; Japan-U.S. South 
Regional Association (chief organizer: Haruo Suzuki, chairman of Showa Denko) 
which deals with the six Southern states including Texas and Louisiana; Japan- 
Hawaii Council (chief organizer: Takejiro Watanabe, consultant for Mitsubishi 
Estate); the Alaska Association (chairman: Kisaburo Ikeura, chairman of the 
Industrial Bank of Japan) in which some 120 Japanese business firms are join- 
ed together; and JCA [Japan-California Association] (Japan-U.S. West Regional 
Association) which this year celebrates its 20th anniversary. 


The JCA‘s chairmanship changed hands last year from Yoshizane Iwasa to Sony 
chairman Akio Morita, and its name was changed to the present one, also. 
Representing the American side in this organization is Chairman Haynes of 
SRI International, a major tnink-tank firm. Chairman Morita characterizes 
the JCA conferences as having progressed "from the gett ing-to-know-each-other 
phase to the phase of substantive discussion." He also warns with regard 

to the handling of Japanese-U.S. trade friction by saying, "If you make a 
move only after something has happened, it is already too late." In May of 
last year, in addition to his already heavy plate of responsibilities, he 
assumed the chairmanship of the Electronic Industries Association cf Japan 
with a membership of some 600 firms. Since then, he has been on the go try- 
ing to resolve the unitary tax issue involving certain states in America and 
also other contentious issues concerning electronics products. 


The Pacific Basin Economic Cooperation Committee (PBEC) is an organization 
which has been nurtured with tender care by Nissho. The PBEC membership con~ 
sists of businessmen from Japan, the United States, Canada and Australia; 
Nissho president Noboru Goshima is serving as PBEC's domestic chairman. 


The domestic chairmanship of the Japan-U.S.-Eurupe Committee under the leader- 
ship of David Rockefeller is expected to change hands during the inonth otf 

July from Takeshi Watanabe, former president of the Asian Development Bank, 

to Isamu Yamashita, vice chairman of Keidanren. 


In the United States, an organization called Business Round Table (BRT)-- 

otherwise known as the business sector command post--came into being in 1972. 
Its membership is made up of big-shot businessmen representing some 200 major 
companies. Currently active as the BRT chairman is Chairman Beck of Pruden- 
tial Insurance Company. In the past Keidanren has held three or so meetings 











with the BRT leadership on an ad hoc basis, but given the prospect of ever 
increasing thorny issues of common concern to Japan and the United States, 
it can be said that changing such meetings with BRT into a regular affair in 
the future is something for Keidanren to consider. 


Meanwhile, viewed in terms of the worldwide rankings of business firms, the 
rapid advance being scored by the gang of Japanese firms is extraordinary. 
With the internationalization of the business activities of banks and manu- 
facturers, an interesting phenomenon is spreading: more and more individuals 
of the cosmopolitan faction with many personal contacts abroad are emerging 
as presidents of various firms--President Kenji Kawakatsu of the Sanwa Bank 
is a case in point. On the other hand, it is also true that "Keidanren is 

as large an establishment as a joint fleet; as such, it will take an untold 
amount of energy for Keidanren to produce a consensus just on a plan for 
dealing with the United States," (chief researcher Nochi of the Economic 
Information Center). The more internationalized the activities of various 
companies and trade organizations, the more important the function of coordi- 
nating the businessmen's diplomacy will become. 


The “Ron-Yasu" Tie Being Affected by Friction in Personal Connections 


Within the Information and Research Bureau of the State Department there are 
three foreign service officers whose specialty is to analyze Japanese-U.S. 
problems. I met with one of them, Mr Brook, in late April; he, while thumb- 
ing through a Japanese magazine, fired question after question at me: "Why 
has LDP's aged Vice President Nikaido begun making noises? Who is the brain 
behind the new leader? Will Prime Minister Yasuh(ro Nakasone be able to 
take the place of Kakuei Tanaka after November next year and reign as the 
kingmaker?"--so it went. It was a scene which brought into relief the mat- 
ters of concern in the U.S. research effort focused on Japanese personal 
channels. 


The battle of vanguard with rival agencies aside, the next most annoying 
thing to the Foreign Ministry is said to be the Diet members and the academic 
types who frequent Washington, each claiming to be "the prime minister's 
brain" or “a secret emissary." In this context, the Japanese-U.S. economic 
friction has developed into friction of personal connections, in a sense. 
With the bureaucratic jurisdictionalism as an undercurrent, those in charge 
of the government in Japan and the United States on the one hand and those 
behind-the-scenes bureaucratic personal connections on the other are influ- 
encing each other in the formulation of policies. LDP Vice President Susumu 
Nikaido's criticism of Nakasone's secret commitment ard his taking issue with 
the call for expansion of the domestic demand are good cases in point. 


The first instance was prompted by the leak from sources around Attorney 
General Meese which conveyed White House discontent with Prime Minister 
Nakasone following the January Japanese-U.S. summit talks. The second in- 
stance was a case of political exploitation made of the misunderstanding 

that developed over the content of a speech delivered at Princeton University 
by Secretary of State Shultz. 
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Apart from the instant “Ron-Yasu" relationship that developed on the heels of 
his coming into power, the foremost rightwinger among Prime Minister Naka- 
sone's American connections probably is Professor Nathaniel Sayre (Jol 
Hopkins University graduate school). Sayre, while serving as the press atta- 
che for Ambassador Reischauer in Tokyo, got acquainted with Nakasone when 

the latter was chosen as a member of the Japanese committee which was set up 
to invite Robert Kennedy over; the two have been friends ever since. 


Before assuming his present professional position, Sayre served with CIA as 
its Asia Division chief. He has been hustling in Nakasone's behalf as if he 
were the Nakasone administration's resident chief cabinet secretary in Wash- 
ington. Prime Minister Nakasone was conferred an honorary degree last year 
from the same university where Professor Sayre is teaching. Meanwhile, 
Nakasone's brain and political commentator Kiyoshi lijima, Presidential As- 
sistant Sigur (on the staff of the Sino-Soviet Research Institute, Ceorge 
Washington University), and Tokyo University Professor Seisaburo Sato--these 
three men played an active role at the Japanese-U.S. Wisemen's Conference. 


Mr Nikaido, on the other hand, taking advantage of the personal connections 
that go back to the days of his study at the University of Southern Cali- 
fornia, is on friendly terms with such personases as Attorney General Meese, 
who reigns supreme over the California tribe of the Reagan administration; 
political consultant and former presidential assistant Nofziger, who is an 
advocate of the use of American ships; Senator Durenberger of the railroad 
clan; and Japanese-American lobbyist Mike Masaoka. 


Foreign Minister Abe, a new leader on the Japanese political scene, has check- 
ed off 30 foreign trips, establishing a new record. He has managed mectings 
numbering in the double digits with Secretary of State Shultz. He is also 

in close contact with powerful lobbyist W. Timmons, who has been a regular 
campaign advisor for the successive presidential candidates of the Republican 
Party, and with S. Anderson, an attorney-at-law. 


Finance Minister Noboru Takeshita, through contact at the summit talks and in 
his capacity as a member of the Yen-Dollar Committee, has thickened his 
friendly relations with White House Chief of Staff Regan and Treasury Secre- 
tary Baker. In the private sector, he is on good terms with Grant, former 
chairman of the Agricultural Council of America. As for the LDP presidential 
race between Messrs Shintaro Abe and Takeshita, the affair seems to be esca- 
lating into an all-out battle of the rooters between the Foreign and Finance 
Ministries. 


Well, the 1985 rankings of the time-honored "Who's Who of the American Lead- 
ers” have been published. Ranked first is President Reagan, second is Fed- 
eral Reserve Chairman Volcker, third is House Speaker O'Neill and fourth is 
Senate Majority Leader Dole. In the business and financial sectors, Chrysler 
Chairman Iacocca, GM Chairman Smith, Exxon Chairman Garvin and former Citi- 
corp chairman Liston are ranked high. 


Given the common practice of making self-serving claims in this regard, the 
true strength of one's claimed American connections will be measured by 











whether or not such connections involve the kind of individuals listed above 
at the American end. 


Also, the list of promising candidates for the 1988 presidential race is now 
being narrowed down. On the Republican side, the list consists of Vice Presi- 
dent Bush, the incumbent and the former Senate majority leaders Dole and 
Baker, Congressman Kemp and New York entrepreneur Lehrman. On the Democratic 
side, the list is comprised of Senators Hart, Bradley and Kennedy plus New 
York Governor Cuomo. It would seem essential for those on the Japanese side 
to expand connections with these individuals and to start paying close atten- 
tion to their words and deeds early on. 


Rise of New Internationalist Bureaucrats 


With the issues involving the Japanese-U.S. trade friction and the opening 

of the markets having turned into a ground swell serious enough to decide the 
fate of the government, not just the Foreign Ministry and MITI but other 
ministries such as Agriculture and Forestry, Posts and Telecommunications, 
Health and Welfare and even Transport are willy-nilly being dragged into 
international affairs. 


That being the case, it is the supreme task for each of these ministries to 
build its own human connections between Japan and the United States. As an 
example, the Ministry of Finance has some 15 of its elite officials assigned 
to various organizations in Washington. 


In the case of MITI, one-third of its senior officials above the rank of 
division chief have had oversers experiences. MITI, too, has some 10 of its 
officials assigned to Washington and New York. Of them, especially those who 
are based at the New York office »f JETRO [Japan External Trade Organization] 
with the title of industrial survey officer are making regular visits to 
Washington by taking advantage o. their abundant funds and freedom of move- 
ment. One such official Masahisa Naito is now back in Tokyo where he is in 
charge of the General Coordination Division, Minister's Secretariat; in his 
handling of the negotiations concerning voluntary restraint on color TV ex- 
ports, he won the highest praise from his negotiating counterpart, U.S. 

Trade Representative Strauss. Another such official Kenji Isayama, who is 
now in charge of the Aircraft and Ordnance Division, was so skillful that 

he was even cited by the American media as a model for the “back-channel 
diplomacy." 


Within the Ministry of Foreign Affairs itself--the hub of international af- 
fairs, officials such as Shoichi Kuriyama, director general of the North 
American Bureau; Hiroshi Kitamura, director of the Minister's Secretariat; 
and Hideyuki Ugawa, consul general in New York, are outstanding in their 
mastery of the English language and have been labeled as diplomats of sub- 
stantial ability in the United States, where they also have plenty of per- 
sonal connections. In this regard, research director Kreisberg of the Coun- 
cil on Foreign Relations (CFR) points out: "The aggressiveness and tenacity 
of younger Japanese officials of today are poles apart from Japanese nego- 
tiations of the older generation." 
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Not only for those who are now in active service but also for the old-boy 
bureaucrats of the internationalist faction, the horizon has been widened 
for lucrative post-retirement jobs in the private sector. To cite just a 


few examples, former ambassador to Washington Takeshi Yasukawa, another former 


ambassador to Washington Fumihiko Togo and former consul general in New York 
Masao Sawaki have all landed an advisory position with Mitsui & Co, Nippon 
Steel Corp and Tokyu, respectively. 


The utility value of these old boys lies in their rich sources of informa- 
tion, their influence abroad and their pull with those in active service, 
and they prove their worth at international conferences, for example. It is 
thus without question that the axis of coordinates for these internationalist 
bureaucrats is moving toward the center of power. 


One cannot treat lightly the presence of a group which is commonly referred 
to as “currency Mafia" that controls the international financial circles 
laden with such problems as the high value of the dollar and the debt. 
Shrouded in a veil of mystery is the actual status of this group centered 
around Wall Street, the city of London, the major Swiss banks and interna- 
tional financial institutions. 


But a group of former fiscal managers of the Finance Ministry has managed to 
make an inroad into a flank of the currency Mafia. Making up this group are 
individuals such as Haruo Maekawa, former president of the Bank of Japan, 

affectionately known as "Mike," who used to cross swords with Federal Reserve 
Chairman Volcker; Takashi Hosomi, chairman of the Overseas Economic Coopera- 
tion Fund; Michiya Matsukawa, chairman of the Nikko Research Center; Yusuke 
Kashiwagi, chairman of the Bank of Tokyo; Taroichi Yoshida, former president 
of Asian Development Bank; and Kiichi Watanabe, chairman of the International 
Financial Information Center. 


Meanwhile, rapidly increasing on the U.S. side are the appointments to impor- 
tant government positions of those who are knowledgeable of and have many 
friends in Japan. 


Representative examples of such appointments seem to be as follows: Assis- 
tant Secretary Armacost (brother of President Armacost of the Bank of Amer- 
ica) at the State Department; Presidential Assistant Sigur at the White House, 
a strong contender for the next ambassador to Japan; Glen Fukushima, a third- 
generation Japanese-American, who holds the position of Japanese section 
chief at the office of the U.S. Trade Representative; Prestowitz, the Japa- 
nese affairs consultant at the Commerce Department; Japan Section chief Awar 
of the State Department, who makes frequent visits to LDP; and Deputy Assis- 
tant Secretary Mulford at the Treasury Department. 


What we must take note of is the fact that the days of those who know Japan 
eqval “those who are sympathetic to Japan" are long gone, and that the 
knowledge of Japan has been turned into a weapon with which to “torment 
Japan." Given the fact that Japanese-U.S. negotiations are being made fur- 
ther complicated by such an approach that smacks of interference in Japan's 





internal affairs, it is advisable that we study these personal channels 
through an ommatidial vision. 


Diplomacy by Diet Members--Lions at Home, Mice Abroad 


The layer of the so-called “American tribe" within the LDP has thickened. 

At Nagata-cho, one measure used to gauge the degree of success in a visit to 
the United States by a cabinet minister or a Diet member is whether or not 
the visitor was able to meet with President Reagan or with someone of influ- 
ence who is extremely close to the president. This explains why the Japanese 
Embassy staff bends over backward, trying to arrange such a meeting for a 
visiting Diet member, lest his feelings will be hurt. 


When dissatisfied with the embassy effort, the Diet member himself will 
mobilize all the private channels under his disposal to try again. Thus, 

it seems no exaggeration to say that an era has dawned in which human con- 
nections between Japan and the United States are being made the most of as 

a matter of business. As if to prove this point, busily shuttling between 
Tokyo and Washington are Taiji Kohara, president of the International PR Co, 
who is close to Dietman Masumi Ezaki; NEC's advisor Hiroshi Hitotsuyanagi 

who is on good terms with Messrs Takeshita and Nikaido; Soji Teramura, presi- 
dent of Teramura International which is supported by Hakuhodo in the back- 
ground; and others such as Shuji Maki. 


Meanwhile, LDP Vice President Nikaido will be attending the International 
Democratic Union (IDU) conference in Washington beginning 24 July. Kiichi 
Miyazawa, chairman of the LDP's Executive Council, too, will be heading for 
the United States on 19 July for the purpose of getting himself “recharged"-- 
he plans to look up his contacts on the Japanese-U.S.-European Committee and 
to meet with Mr Kissinger, among others. Prime Minister Nakasone will be 
going to New York in October to attend the UN General Assembly meeting. LDP's 
Secretary General Kanamaru promised former Senate majority leader Baker that 
he would visit the United States in the fall at the latest. 


Incidentally, each year, while the Diet is in session, nearly 100 members of 
the Diet visit the United States using inspections in behalf of their Diet 
committees as justification, but such visits have a bad reputation. 


In this regard, a severe verdict appears in a survey report on the LDP's 
diplomacy toward the United States through the use of Diet members. The re- 
port, prepared by former official at USTR Saunders, who is now a PR consul- 
tant, quotes an extreme remark by the Senate Commerce Committee Chairman 
Danforth as follows: "I am bored stiff of Japanese Diet members; it is use- 
less to meet with them because I can't even recall their names afterward." 

It seems that the diplomacy by Diet members, launched under enthusiastic 
slogans such as "the party before the government" and “diplomacy as an ex- 
tension of domestic politics,” has been given a cold shoulder by the American 


side. 


The Japanese-U.S. Parliamentarians’ League (Tokusaburo Kosaka, chairman) was 
organized last August with 193 nonpartisan members; this spring the league 
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dispatched a delegation to the United States, but the whole affair seemed 
more like a case of bitter enemies placed by fate in the same boat. Within 
LDP there are such other Diet-member organizations as the Japanese-U.S. Sun- 
Belt Parliamentarians’ League (Masayoshi Ito, chairman), the Japanese-U.S. 
Railroad Council (Nikaido, representative), the Japanese-U.S. Parliamen- 
tarians' League on Science and Technology (Taro Nakayama, representative), 
and the Japanese-U.S.-European Combined Security Council (Tomoo Mihara, 
chairman). 


The following individuals, too, have established Japanese-U.S. personal con- 
nections of their own: Wataru Hiraizumi, director of the “International 
Bureau" [not further identified]; Dietman Keizo Obuchi of the Japanese-U.S. 
Parliamentarian Exchange Program; Dietman Motoo Shiina, chairman of the 
International Economic Policy Investigation Society; and Chikara Azuma, who 
is backing the second Panama Canal project. What worries me is the fact 
that the Tanaka faction has not produced a toreign minister over the past 

10 and more years. 


Cultural Exchange and Economic Friction 


Never before have the exchanges and information channels between Japan and 

the United States been richer and more liversified than they are today. In 
this connection, I am inclined to believe that there aren't very many indi- 
viduals whose names are so frequently mentioned abroad as that of Mr Takeo 

Okusa. 


Among those of 4 more recent vintage, Wharton School graduate Yotaro Koba- 
yashi, president of Fuji-XEROX Co, and Seiko Electronics President Ichiro 
Hattori, who has been chosen by United Technologies Corp as a member of its 
Pan-Pacific Consultative Comuittee, seem likely prospects to emerge as a 
second and a third “Ushiba.” 


In addition, those who had studied in the United States--e.g., Tomosaburo 
Shigeki, executive director of Kikkoman Shoyu Co, who was the first MBA to 
come out of Columbia University and who later successfully established a 
Kikkoman plant in the state of Wisconsin--may be regarded as the reserve 
force in this context. 


Despite the growing exchanges and advancing mutual understandings between 
Japan and the United States, there are no signs detectable that the friction 
between these two countries are on the wane. 


Someone remarked in this regard that “these two questions--one of economic 
friction caused by troubled economic rationality, the other of cultural ex- 
change based on a long-term perspective--cannot be discusned on the same 
breath” (Mikio Kato, executive director of the International Cultural Hall); 
the validity of this remark becomes obvious when one recalls the unending 
frictions occurring between Europe and America, both of which belong to the 
same cultural zone. “In the diplomatic activity of the era of role playing, 
the nonprofit and nongovernmental approaches become all the more important,” 











so preaching is Tadashi Yamamoto of the Japan International Exchange Center 
Which marks the i5th anniversary of its founding this year. 


The seemingly glamorous activities of the business personalities of the inter- 
national faction owe a great deal to the preparatory arrangements by outpost 
agencies operating in the United States. 


In Washington, local offices are being maintained by the Japan Automotive 
Industry Associatio:, by nearly 40 large and small Japanese business firms 
including the 6 major trading companies, by various Japanese trade groups 
and by government-affiliated agencies; all of them are busily occupied with 
the task of builcing human contacts in the United States. 


In addition, the Japanese side is employing more than 100 lobbyists in Wash- 
ington; collecting information aside, another of their important tasks is 
te arrange meetings with key Americans for visiting Japanese. 


There are times when such big-name lobbyists themselves as Eberl for Nissan 
and Strauss fcr Toyota--both are former U.S. trade representative, attorney 
S. Anderson for the Communications Machinery Industry Association, and com- 
pany president Gray for the Electronic Industries Association of Japan become 
the targets sought for meetings. 


Meanwhile, a zroup of able resident representatives in New York, highly re- 
lated even within the New York business circles, have established colorful 
personal contacts and perform the thankless chore of providing behind-the- 
scenes support to tie visiting dignitaries from their main offices. 


More and more business firms such as trading companies are even elevating 
their returning representatives from the United States to the presidency of 
their main offices--the case of Yohei Mimura, president of Mitsubishi Corp, 
is a good example. 


From Indivicuals to Organizations 


Looking back, the postwar conservative human connections linking Japan and 
the United States go all the way back to the 1948 establishment in New York 
of the “American Council on Japan" which turned out to be the base of opera- 
tions for those Japanese-U.S. human channels with CHO at theii apex. 


The council, with people like Harry Cohn, then the foreign news chief of the 
NEWSWEEK, at its core, wax linked in Japan with the personal line of Nobusuke 
Kishi, then the leading figure in Japanese politics. 


Subsequently, the Democratic Party connections have regrouped around former 
Ambassador to Japan Reischaver and branched off into the Rockefeller line, 
among others, while the Republican Party connections have spread to include 
the Nixon-Pepsi chairman Kendall line, former ambassador to Japan Ingersoll 
who is now chairman of the Japan Society, and Heritage Foundation's advisory 
committee chairman Richard Allen. 











The tide of individual plays which began flowing after the war has gradually 
been pushed aside by the growing organization and systematization of such 
things as intergovernmental consultations, private-sector conferences, busi- 
ness firms setting up operational bases in the United States, the think-tank 
groups and the law offices, and this has led to the formation of various 
channels of personal connections between Japan and the United States. 
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ECONOMIC 


LEGAL ISSUES BEHIND CHINESE-JAPANESE TRADE EXAMINED 
Beijing LIAOWANG [OUTLOOK] in Chinese No 33, 19 Aug 85 pp 25-27 


(Article by Xu Minhe [1776 3046 0735]: "Chinese and Japanese Experts Discuss 
Legal Questions Concerning Economic and Technical Cooperation") 


{Text] In the latter part of July, more than 200 economic and legal experts, 

lawyers and related personnel, Chinese and Japanese, gathered at China's 

beautiful seaside city of Qingdao to introduce to each other their respective 

country's legal system as it deals with foreign economic relations, and for a 
utual discussion of legal questions concerning economic and technical 
soreration between the two countries. 


I. Economic and Technical Cooperation Must Be Served by Law 


This is the first time since the normalization of relations between China and 
Japan that so large a conference on economic law with so broad a topic of 
discussion has been convened. Calling a conference of this kind is indeed a 
necessity posed by the developing circumstances in Chinese-Japanese economic 
and technical cooperation. 


Since the resumption of diplomatic relations in 1972, relations between China 
and Japan have developed in a most gratifying way. Particularly since the 
mutual visits of leaders from both countries deepened the profound ties of 
friendship between the governments and peoples of China and Japan, between 
"such close neighbors separated only by a strip of water," the development of 
Chinese-Japanese economic and technical cooperation has correspondingly made 
great progress. Japan has become China's largest trading partner. According 
to statistics, from 1979, the year the Law Governing Chinese-Foreign Joint 
Ventures and Cooperative Management Enterprises was promulgated, to the end of 
1984, a total of 931 joint ventures were established in China, of which 57 
were Chinese-Japanese joint ventures. A new situation of rapid developments 
in foreign investments occurred particularly in 1984, when a total of 741 
joint venture enterprises were established. This number was 4.9 times the 
total of the preceding 4 years, and 47 enterprises were investments by 
Japanese manufacturers and firms, amounting to 5.7 times the total (10) 
established in the 4 preceding years, a growth rate greatly in excess of the 
average. 
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However, we must also realize that in Chinese-/Japanese economic cooperation, 
the Japanese investments in China are not yet daring enough, and technology 
transfers are still too retrained; in certain respect they lag behind Europe 
and the United States. In the last few years, 12 countries, among them 
Sweden, the FRG, and France, have concluded treaties with China for the 
protection of investments. The United States and Canada have also signed 
treaties with China for the protection of their investments, but to date no 
such agreement has been arrived at between China and Japan, although 
negotiations were started early enough. 


There are, of course, many reasons for this state of affairs, a major one 
being the lack of sufficient understanding of China among all Japanese circles 
concerned and their concern for reliable legal safeguards for economic and 
technical interchanges with China. The introduction of one of the Japanese 
sponsors of the present conference on Chinese and Japanese economic laws, the 
Center for Japanese and Chinese Economic Law, states that although 
interchanges between Japanese and Chinese legal circles have had a history of 
about 10 years, the study of China's economic laws and regulations by Japanese 
legal circles has, one may say, only just begun, and is therefore still quite 
inadequate to meet the needs of the present state of economic and technical 
interchanges between the two countries. As far as most of those Japanese 
enterprises that are intent upon engaging in economic and technical 
cooperation with China are concerned, their knowledge of the conditions of 
China's investment environment is still not comprehensive and thorough enough, 
and they have even less of a systematic understanding of China's achievements 
in building up its legal system. Since they cannot obtain appropriate legal 
services from their legal circles, Japanese entrepreneurs are frequently at a 
loss as to the proper formulation of contracts or as to provisions for the 
resolution of contractual disputes concerning investments in China, or 
concerning transfers of technology to China. They are therefore still 
reluctant to engage in economic and technical cooperation with China. 


This being the case, the present conference on Chinese and Japanese economic 
laws is being viewed as highly important by the governments and legal circles 
of both countries, receiving their full support. Japanese Foreign Minister 
Abe Shintaro dispatched a congratulatory message to the conference and sent 
his secretary to attend the meetings. PRC State Council member Zhang Jingfu 
{1728 0513 1133] delivered a speech at the conference and met with all of the 
Japanese delegates. Many noted personalities from among the legal circles of 
both countries attended the conference. For instance, on the Japanese side: 
Kawashima Takeyoshi, professor emeritus of Tokyo University, Hara Gosanji, 
executive director of the Center for Japanse and China Economic Law, Morita 
Takamaru, director of the Japan International Trade Promotion Society, 
Murakami Naoshi, head of the business affairs office of the Society for 
Interchanges Between Japanese and Chinese Legal Circles, Saito Koni, former 
president of the Second Lawyers Association of Tokyo. On the Chinese side: 
Zou Yu [7507 3842], minister of justice; Zhu Jianming [2616 0494 2494], vice 
minister of justice; Gu Ming [7357 2494], executive of the Center for 
Economic Laws and Regulations under the State Council; Song Rufen [1345 3067 
2780), deputy chairman of the legal system working committee of the NPC 
Standing Committee; Wang Zhongfang [3769 0112 2455], vice president of the 
Standing Committee of the China Law Society; Li Wenjie (2621 2429 2638], 








deputy head, the Legal Systems Group of the All-China Political Consultative 
Committee, and others. 


The conference proceeded in three stages: First, each side gave special 
introductory lectures, the topics being China's law on Chinese-foreign joint 
ventures and cooperative management enterprises, the foreign economic 
relations control law, the foreign tax law, the customs system, the patent 
law, the trademark law, the law on capital constructions, the insurance law, 
foreign exchange control, the civil procedure law (on trial implementation) 
and on arbitration in foreign economic and trade relations; then also on the 
Japanese economic civil laws, international private law concerning foreign 
trade, company law, law of contracts, the law on guarantees, the bankruptcy 
law, and others. After that, six special groups were formed for a discussion 
by delegates from alternate sides specialized in certain fields, to mutually 
raise questions and for thorough explanations of a specialized nature. 
Finally, a free discussion followed, either on a certain legal question or on 
a specific economic or technical question. 


A warm, candid and harmonious atmosphere permeated the conference. After 5 
days of meetings, mutual understanding between the legal circles of both sides 
was distinctly increased, undoubtedly most helpful for more effective legal 
services in the future and for the promotion of economic, technical and trade 
cooperation between China and Japan. 


II. China Has Dependable Laws for All Major Eventualities 


When considering investments in China or transfer of technology to China, 
certain Japanese entrepreneurs are still concerned over whether China has a 
sufficiently complete set of laws, and whether its legal services can be 
trusted to protect their legitimate interests. The answer to these questions 
is, of course, in the affirmative. 


A Japanese lawyer, for instance, raised the following question at the 
conference: The Chinese Provisional Regulations Concerning Lawyers provide 
that the activities of Chinese lawyers must be based upon facts, take the law 
as a guideline, and be faithful to the cause of socialism and to the interests 
of the people. This might give rise to the following doubt in the mind of a 
Japanese entrepreneur when he engages the services of a Chinese lawyer as 
legal representative: "Will the Chinese lawyer give consideration to my 
interests? If he bases on facts and gives service to my interests, will this 
not cause contradictions to the ‘cause of socialism and the interests of the 
people'?" A Chinese delegate cleared up this kind of erroneous understanding 
by stating that there is absolutely no contradiction between "basing on 
facts, taking law as guideline” and "being faithful to the cause of socialism 
and the interests of the people." It is all a cousistent whole, because 
existence of the socialist cause and of the interests of the people is 
precisely built upon a basis in facts and on taking law as a guide. Taking 
action strictly according to law amounts fundamentally to protecting the cause 
of socialism and the interests of the people. If a dispute should arise 
between the Chinese and Japanese parties and the facts as well as the law 
prove that the Japanese side is in the right, the Chinese lawyer will guard 
the sanctity of the law and will protect with all his heart ani to the best of 
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his professional abilities the legitimate rights and interests of the Japanese 
entrepreneur. Only by acting in this way will he guard the sanctity of the 
law, uphold China's reputation, and display true faithfulness to the cause of 
socialism and the interests of the people. 


In the course of the conference, the Japanese delegates raised hundreds of 
similar legal questions concerning foreign economic and technical cooperation, 
and the Chinese delegates answered them exhaustively, one by one, to the 
general satisfaction of the Japanese delegates. 


Actually, China's achievements in perfecting its socialist legal system are 
universally acknowledged. Up to June of this year, the NPC and its Standing 
Committee passei 40 laws, the State Council promulgated more than 300 laws and 
regulations, and more than 540 local laws and regulations have been 
promulgated by provinces, autonomous regions and directly administered 
municipalities. Among these, 50 to 60 laws and regulations promulgated by the 
NPC, its Standing Committee, and the State Council relate to foreign economic 
affairs. Adding to this number the more than 1,500 laws, decrees and 
regulations promulgated in China prior to the "Cultural Revolution," China has 
indeed dependable laws for all important and major eventualities. China is at 
the same time engaged in perfecting and improving its law enforcement organs 
and legal service structure organizations at all levels. Law courts at all 
levels (except for an extremely small number in remote border regions) have 
established economic tribunals to adjudicate economic disputes. The China 
International Trade Promotion Commission has set up a foreign trade 
arbitration organization; the administrative departments in charge of 
industry and commerce at all levels have set up economic contracts arbitration 
committees and trademark appraisal and investigation committees; the State 
Patent Office has set up a patent reexamination committee; all these agencies 
deal with their particular types of disputes. Over 2,700 legal consultation 
offices (lawyers offices) and over 2,200 public notary offices have been 
established throughout China to provide Chinese and foreign parties with legal 
assistance and legal services. Minister of Justice Zou Yu expressed it 
irrefutably asa kind of summary statement at the conference: "We can say 
that foreign investments in China or foreign economic and technical 
cooperation projects in China are protected by legal guarantees." 


Of course, the completeness of law is only a relative matter. No country can 
Claim that its laws are absolutely complete. This is also true in the case of 
China. The Japanese delegation, for instance, raised the following question 
at the conference: Chinese law provides that after a joint venture enterprise 
reverts to Chinese ownership on the expiration of its contract term, the 
Chinese side shall be entitled to use the technologies supplied by the foreign 
party. This does not conform to standard customs and practices in the case of 
patented technologies. The Chinese delegation explained that the technologies 
referred to here are general technologies, not patented technologies. Patented 
technologies remain subject to the provisions of the patent law and will be 
available for use only against remuneration. This shows that Chinese law will 
also have to undergo a gradual process of perfection. 


Although this is the case, Chinese laws concerning foreign economic affairs 
are bound to become more and more perfected; this is beyond doubt and 
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irrefutable. In the process of its gradual perfection, the principles of 
sovereignty, equality and mutual benefit as well as respect for international 
custom and practice will certainly still be observed. 


Certain Japanese delegates have therefore declared that efforts will be made 
in the future to deepen knowledge of Chinese economic laws and to spread this 
knowledge among Japanese entrepreneurial circles, to help them rid themselves 
of doubts and apprehensions and to promote further progress in Japanese- 
Chinese economic and technical cooperation. Murakami Naoshi, for instance, 
told reporters during the conference that in view of the flourishing Japanese- 
Chinese economic interchanges, Japanese lawyers must increase their 
understanding of China, and that it is not enough to limit oneself to the mere 
study of the Chinese legal texts, but that it will rather be necessary to 
increase participation in such practical activities as the conclusion of 
contracts for economic and technical cooperation. This alone will make it 
possible for us (the Japanese) to gain a more realistic understanding of 
Chinese law. It is precisely based on this kind of realization that we 
established the "Society for the Study of the Reality of Chinese Economic Law" 
this April on the 10th anniversary of the founding of the Association for 
Interchange Between Japanese and Chinese Lawyers, and that we have, 
furthermore, invited certain industrialists to become adjunct members. It is 
our intention to have the Society for the Study of the Reality of Chinese 
Economic Law become the center for promoting the study of Chinese economic 
laws from now on. 


III. The Important Factors: Mutual Respect and Mutual Trust 


China and Japan have different political and economic systems; they differ in 
the systems and character of their laws. However, this must not be an 
obstacle to economic and technical cooperation between the two countries. The 
rapid progress in Chinese-Japanese economic interchange is a fact that 
demonstrates this point, but it is also a fact that these differences create 
difficulties for Japanese industrialists to understand Chinese economic iaws. 
During the present conference, the numerous statements by Japanese delegates 
on this point left a very deep impression on the Chinese delegates. It also 
Places a task before Chinese legal circles, namely that of gaining a more 
thorough understanding of Japanese economic laws, in order to better assist 
the Japanese industrialist and lawyers by means of forms they will be able to 
understand to gain a better understanding of Chinese laws concerning foreign 
economic relations. And, the present conference provided an excellent 
opportunity for China to understand Japanese economic laws. 


Confronted with the discrepancies between the Chinese and the Japanese 
economic and legal systems, an important question discussed with great 
emphasis by the two delegations at the conference was how to coordinate 
knowledge and action in all legal questions related to economic interchange. 
Both delegations made statements on various aspects of this question and 
gained certain valuable results. 


The laws of any country can only be valid within its own jurisdiction and must 


not be extended to any other country. The legal relations between different 
countries can only be made binding by bilateral or multilateral treaties and 
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international conventions. These principles were firmly stated and clearly 
acknowledged at the conference. The importance of contracts and treaties on 
economic and technical cooperation, therefore, was brought to the full 
attention of all delegates. 


In his opening speech at the conference, Kawashima Takeyoshi expressed the 
opinion that under conditions of dissimilarity existing between the Japanese 
and the Chinese economies, efforts must be made to conclude contracts which 
systematically fix the rights and duties of the parties, to avoid unnecessary 
disputes and render the mutual trade safe and reliable. This is undoubtedly a 
constructive view. 


However, precisely as Kawashima said, in spite of all efforts, no one can 
guarantee that after the conclusion of the contract no disputes at all will 
arise, such as, for instance, regarding items that could not be foreseen, or 
that are due to changes in relevant circumstances or due to differences in 
interpretation by the two sides. 


It is therefore, in the final analysis, a factor of even greater importance 
that there be mutual trust between China and Japan in the course of their 
mutual economic interchange. Precisely as Comrade Gu Ming said in his sumaary 
statement at the conclusion of the conference: ":The question of trust is 
extremely important; it is an issue that law cannot resolve. Trust can only 
be established on the basis of sincere mutual cooperation. China has always 
been a country which places a high value on trust and righteousness. It is our 
opinion that investments can only be reliably guaranteed when relations of 
sincere trust have been established between both parties." 


Gu Ming then also gave this example to illustrate his view: In 1981, when 
China carried out economic read justments, it was decided to temporarily defer 
the construction of the Baoshan Iron and Steel Mill at Shanghai. Contracts by 
which a hot continuous steel rolling mill was ordered from Japanese 
manufacturers and a cold continuous steel rolling mill was ordered from West 
German manufacturers thus could not be fulfilled. As a consequence, China had 
to pay $40 million as compensation to the Japanese suppliers, but the parties 
to the Chinese-West German contract negotiated an extension of the contract 
for 3 years. Later, when the construction of the Baoshan Iron and Steel Mill 
was resumed, the cold continuous steel rolling mill ordered from West Germany 
was indeed manufactured without a hitch, while the manufacture of the hot 
continuous steel rolling mill had to be newly negotiated, when the West 
Germans came out victorious in the competition. This experience makes it 
Clear that no country can avoid problems or changes of this or that nature to 
arise momentarily. If there is mutual trust and sincere friendly cooperation, 
all affairs can be dealt with much more smoothly, and better relations can be 
established in economic and technical cooperation. 


Trust is the foundation of cooperation, and law is the guarantee of 
cooperation. Following China's achievements in the reforag of its economic 
system and the perfection of its legislation concerning foreign economic 
relations, the Chinese investment environment is bound to improve steadily and 
to lead to ever increasing foreign investments in China. China and Japan, 
being close neighbors, separated by only a narrow strip of water, have a need 














for mutual econogic cooperation. The present conference on Chinese and 
Japanese economic laws is an excelient start and will certainly promote 
continuous development of economic and technical cooperation between the two 
countries over a much broader area. 
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MITI MINISTER URGES CORPORATIONS TO EXPANv IMPORTS’ LIST 
Tokyo TSUSANSHO KOHO in Japanese 28 Aug 85 pp 3-5 
[Address by MITI Minister Keijiro Murata on 23 August] 


[Text] During the past 40 years since World War II, Japan's economy has under- 
gone remarkable progress, and this result is attributable to the intelligence 
and diligence of each and every Japanese person, to the achievements of the in- 
dustrious business organizations, and at the same time to the maximum benefits 
gained from the free trade system. In the future also, as a nation dependent 
ix, :rade, Japan has no other course for progress except to rely on this free 
trade system; hence, it is imperative for Japan to strive for its preservation 
and reinforcement. Today Japan has an extremely important role to play in the 
world economy and it must fulfill its responsibilities as an international 
state. 


But as you are aware, today the world economy is confronted with such issues as 
the imbalance in international payments that has led to an unprecedented surge 
in trade protectionism, and now the free trade system is seriously threatened. 


Dissatisfaction with Japanese trade relations is mounting seriously in the U.S. 
Congress, where protectionist trade legislation has been put forward by influen- 
tial lawmakers, such as the import surcharge proposal by Senator Bentsen and 

the proposal to rectify unfair Japanese trade practices by Senator Packwood. 
After Labor Day (2 September), the U.S. Congress will convene in regular session, 
and the situation is a serious one, the likes of which have not been experienced 
before. 


In mid-July I visited Washington, b.C., to confer with government leaders such 
as Vice President Bush, and a few days ago I had conferences with U.S. Trade 
Representative Yeutter, Republican Senator Dole who is the Senate majority 
leader, and others during their visit to Japan. At these conferences, they ex- 
pressed the fear that, in spite of the President's veto power, the U.S. Congress 
will not be able to curb the movement for protectionism; that if there are no 
visible results in the expansion of exports to Japan, the present move for 
protectionism cannot be halted; and they sought efforts to establish an even 
more effective open market in Japan. 
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Even in the EC, deep-rooted moves toward protectionism, such as the suit 

against the dumping of advanced technology goods, the move for tariff hikes, 
etc., are evident. The pressure on Japan has been heightened, as indicated by 
the declaration on Japan issued at the EC foreign ministers council, the treat- 
ment of the Javanese problem in the summary of the chairman of the EC summit 
council, etc. In Julv, strong requests to increase the importation of goods 
were made by French Premier Fabius and EC President of Commission Delors during 
Prime Minister Nakasone's visit to Europe, and by EC committee Chairman De Clercq 
at the time of the four-nation conference. This autumn, an even greater request 
to open Japan's markets is anticipated at the Japan-EC conference. 


One of the reasons for the prominence of this trade protectionism is Japan's 
huge favorable balance of trade, which is an irrefutable fact. 


Japan's balance of trade for FY84 reached a record-breaking high of $45.6 
billion, and during the early part of FY85, the black-ink margin of the balance 
of trade expanded at a tempo that surpassed last year's performance. Principal- 
ly because of such developments as the reduction of crude oil imports and the 
sluggish market for primary products, the total imports showed a decreasing 
trend compared to last year. The total custom imports during the January-July 
period this year declined 6.6 percent from those in the same period of the 
previous year. This figure includes a 1.2 percent reduction in the total im- 
port of goods. 


As you are aware, on 22 April, representatives of 60 firms in the export and 
distribution business as well as related business were asked for their ccoper- 
ation to expand the importation of goods, and a declaration of positive cooper- 
ation was received from representatives of the various companies. 


As a result, all the companies have made in-house arrangements to expand im- 
ports and are contemplating concrete plans to expand imports, beginning with the 
increase and revision of the import plan for FY85, so they are totally engaged 
in the issue of expanding imports. 


As a followup, the prime minister has exhorted members of the industrial sector 
to expand the importation of goods when drafting the framework of action pro- 
grams. He instructed me to increase the number of companies being asked for 

an expansion of their imports, and to ask the industrial sector to exert greater 
efforts. On their recent visits to Japan, Trade Representative Yeutter, 
Representative Gibbons and other members of Congress showed tremendous interest 
and hope with regard to the Japanese Government's request for the industrial 
sector to expand imports. 


It is because of these developments that today you, the representatives of the 
industrial sector, have been hastily assembled and are asked for your coopera- 
tion to expand imports. It is to you, as individuals and as members of the in- 
dustrial sector who are fully cognizant of the increasing intensive state of 
international affairs, and who are responsible for business management that we 
strongly ask for your full cooperation to expand the importation of goods under 
your capable leadership. 
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In concrete terms, the request is: 


First, to have you members of the industrial sector exect maximum efforts to 
expand the importation of goods, from the intermediate and long-term standpoint. 


Especially from industries that anticipate an increase in exports, I strongly 
ask for full understanding of the fact that the maintenance of a harmonious 
world economy cannut be expected if the increase in trade is based only on 
exports, and that you will endeavor to expand the importation of goods with 
special determination. My honest belief right now is that, even with sone 
strain, you will act to accept foreign goods. 


Second, to achieve efficacious results from these efforts, | ask each company 
to select responsiovle personnel and to establish an in-house office with the 
assignment of expanding imports. 


Third, I would like to have each ccapany submit to MITI a report that includes 
the actual status of the present importation of goods, draw up a concrete, 
practical plan drafted as soon as possible on expanding the importation of goods 
hereafter, and then report the results obtained from the implementation of the 
plan. 


Of course, many difficulties may be encountered in expanding the importation of 
goods. You may have questions on the selection of specific items to be pur- 
chased. I am sure some firms are already engaged in expanding the importation 
of goods to a considerable extent. However, in light of the present situation, 
I must ask you to pool the brains in your company and make a special effort, 

if we are to preserve the free trade system and secure Japan's progress. 


On 30 July, the Japanese Government agreed upon the framework of an action pro- 
gram, based on the basic viewpoints of “freedom in principle and restrictions 
only as exceptions,” and it resolved to make the Japanese market one of the 

most open economic markets in the world. For instance, Japan's tariff standards 
are already the lowest among the advanced countries, and furthermore it has 
decided to reduce or eliminate the tariff rates on 1,853 products. As for 
standards and certification, the government has taken decisive measures by re- 
vising 88 articles in order to provide for acceptance of foreign inspection data 
and for the introduction and expansion of the self-certification system. The 
government has also undertaken measures to open up government procurement and 
services, and hereafter it plans to draw up an even more fulfilling action pro- 
gram and to secure its sound implementation. At the Bonn summit meeting, Japan 
agreed to pursue a policy that would further improve market access, to promote 
an increase of imports, etc., and today these promises are certainly being 
realized. 


In order to strive for the expansion of imports, it is fundamentally essential 
to promote the expansion of domestic consumption. Some time ago, an “operations 
committee for the expansion of domestic condumption"” was established within the 
government, and subsequently wide-range studies were conducted on: (1) various 
policies regarding the government's role in stimulating the energies of the 
private sector, (2) introduction of the energies of the private sector into 
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public eaterprises, (3) relaxation of controls, (4) 5-day work week systen, 
(5) utilization of state land, and (6) other matters. On this occasion, MIT! 
is working vigorously to achieve ccntinued success in the issue of domestic 
consumption. 


To all of you are present today, I ask for your deep understanding and coopera- 
tion in connection with the fact that at present the expansion of imports is 
the most important policy issue, if we are to preserve and strengthen the irre- 
placeable free trade syste and if we are to maintain a harmonious econom '< 
relationship with other countries. 


It is strongly hoped that the efforts exerted for the expansion of imports by 
marshaling the full strength of the industrial sector, the people and the 
government will be successful; that the preservation and strengthening of the 
free trade system can be sought through a greater increase in Japan's imports; 
and that activation of the world economy and the continued progress of Japan's 
economy will be sustained. 


List of Companies and Representatives Attending Briefing 


Key: 
P=president VP=vice president 
CP=consultant to president CB=chairman of the board 
Dedirector MD=-managing director 
SMD=senior managing director ( ) alternate 
Automobiles: 

Yamaha Motor Co, Ltd P Hideto Eguchi 

(MD Isao Komiya) 
Nissan Diesel Motor Co, Ltd P Isamu Kawai 
Hino Motors, Ltd P Toshio Fukazawa 


Electrical Equipment: 
Fuji Electric Co, Ltd P Hideo Abe 
(VP Teruhisa Shimizu) 


Meidensha Electric Manufacturing P Tokihisa Inokuma 
Co, Ltd (D Akira Akutsu) 

Yasakawa Electric Manufacturing P Isao Kikuchi 
Co, Ltd 

Orion Electric Manufacturing CB Narumasa Otake 
Co, Ltd 


(SMD Yasuo Hayashi) 
Electronics: 


THK Corporation P Yutaka Otoshi 


(MD Hiroshi Sato) 











Alps Electric Co, Ltd P Katsutaro Kataoka 

(D Yoshimoto Ando) 

Machinery: 

Kawasaki Heavy Industries, Ltd P Kenji Hasegava 

{MD Yoshio Nakai) 
Hitachi Shipbuilding & Engineering P Toshio Murayama 
o, ite (MD Kanami Tsujino) 
Chiyoda Chemical Engineering & P Masakazu Tamaki 
Construction Go, Ltd 
JGC Corporation P Nobuo Yamada 

(VP Shiro Ito) 
Toyo Engineering Co, Ltd P Masao S skurai 
Hattori Seiko Co, Ltd P Fukujiro Hattori 
Casio Computer Co, Ltd P Tadao Kashio 
Citizen Watch Co, Ltd P Rokuya Yamazaki 
Ricoh Co, Ltd P Hiroshi Hamada 

(SMD Shoji Kanbara) 
Minolta Camera Co, Ltd P Hideo Tashima 

(SMD Tooru Tada) 
Olympus Optical Co, Ltd P Toshiro Shimoyama 
Nippon Kogaku Co, Ltd P Shigetada Fukuoka 
Kubota, Ltd P Shigekazu Mino 

(SMD Kenji Kawakami) 
Brother Industries, Ltd P Katsuji Kawashima 
Sumitomo Heavy Industries, Ltd P Shigeru Goda 

(D Motonobu Kanna) 
NTN Toyo Bearing Manufacturing P Takeshi Yoshizawa 

Co, Ltd 

Nippon Seiko Co, Ltd P Toshio Arata 

(VP Akitoshi Kaneko) 
Toyo Seiko Co, Ltd P Toshio Morita 
Fujikoshi Co, Ltd P Kunio Owsda 

(SMD Kensaku Hioki) 
Fanuc Co, Ltd P Seiuvemon Inaba 

(SMD Yasuhei Ito) 
Yamazaki lLron Wurks P Teruyuki Yamazaki 








Metals: 
Daido Steel Co, Ltd 


Hitachi Metals, Ltd 


Sumitom Electric Industries, Ltd 


Furukawa Electric Co, Ltd 


Chemicals: 
Mitsubishi Chemical Industries, Ltd 
Sumitomo Chemical Industries, Ltd 
Mitsui Toatsu Chemicals, Inc 
Bridgestone Tire Co, Ltd 
Yokohama Rubber Co, Ltd 
Sumitomo Rubber Industry Co, Ltd 
Fuji Photo Film Ce, Ltd 


Konishiroku Photo Industry Co, Ltd 


Kao Soap Co, Ltd 


Shiseido Co, Ltd 
Textiles: 


Asahi Chemical Industry Co, Ltd 


Toray Industries, Inc 


Teijin, Ltd 

Paper Pulp: 
Oji Paper Co, Ltd 
Jujo Paper Co, Ltd 


Daishowa Paper Co, Ltd 





P 


P 


Masaya Akita 

(VP Yasuo Oishi) 
Koti Matsuno 

(VP Michio Makiro) 
Tetsuro Kawakami 
(SMD Atsushi Mano) 
Etsuji Kusakabe 


(SMD Kengo Tomomatsu) 


Seiji Suzuki 

Hideo Mori 

Haruo Sawamura 
Akira Yeiri 

Hisaaki Suzuki 
Shizuo Katsurada 
Minoru Onishi 

(MD Shoji Hayashi) 
Megumi Ide 

Yoshio Maruta 

(VP Kozaburo Sagawa) 


Yoshio Ono 


Maomi Seki 

(VP Hajime Ogawa) 
Yoshikazu Ito 

(VP Taro Nakagawa) 


Sashiro Okamoto 


jiro Kawake 
Minoru Ishigami 
(SMD Takeshiro Miyashita) 


Takashi Saito 





Ceramics: 
Asahi Glass Co, Ltd 


Kyocera 


Consumer Goods: 


Toto Co, Ltd 


Nippon Gakki Co, Ltd 


Mizuno Sporting Goods Co, Ltd 


Yoshida Kogyo 


NGK Indulators, Ltd 


Trading Companies: 
Toshoku, Ltd 


Chori Co, Ltd 


Itoman & Co, Ltd 


Okura & Co, Ltd 


Electric Power: 
Hokkaido Electric Power Co, Ltd 
Tohoku Electric Power Co, Ltd 
Tokyo Electric Power Co, Ltd 
Chubu Electric Power Co, Ltd 


Hokuriku Electric Power Co, Ltd 
Kansai Electric Power Co, Ltd 
Chugoku Electric Power Co, Ltd 
Shikoku Electric Power Co, Ltd 
Kyushu Electric Power Co, Ltd 
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Takeo Sakabe 
Kazuo Inamori 


(VP Shingo Moriyama) 


Hiroshi Shirakawa 

(SMD Yasuhiro Shinkai) 
Hiroshi Kawakami 

(VP Seisuke Ueshima) 
Kenjiro Mizuno 

(VP Masato Mizuno) 
Tadao Yoshida 

(CP Tsutomu Izaka) 
Junichi Takemi 


(SMD Hidee Miyako) 


Mitsuo lizuka 

(CB Tetsuo Tominaga) 
Hidenobu Imano 

(D Shigeo Watanabe) 
Yoshihiko Kawamura 
(D Takeshi Nakamura) 
Taketaro Takenaka 


(VP Toshihisa Kawazato) 


Tomoo Nakano 

Shigeo Tamakawa 

Sho Nasu 

Kamezaburo Matsunaga 
(VP Yoshihiro Ito) 
Yoshio Morimoto 
Shoichiro Kobayashi 
Kenichiro Matsutani 
Tadayoshi Sato 


Tatsuo Kawai 





Gas: 
Tokyo Gas Co, Ltd 
Toho Gas Co, Ltd 
Osaka Gas Co, Ltd 


9510/8918 
CSO: 4105/430 


+ 
“a 


Lh 


P Hiroshi Watanabe 
P Susumu Ogawa 


P Masafumi Onishi 
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ECONOMIC 


FACTORS IN INDUSTRIAL STRUCTURE HINDER MARKET OPENING 
Tokyo BOEKI TO KANZEI in Japanese Aug 85 pp 30-33 
[Article by Yasuhiko Torii, professor of Keio University] 


[Text] The Real Causes of Economic Friction: Industrial Structure, Industrial 
Policy, Distrust of Japan 


Economic friction has escalated from criticism of Japan to demands and pressure 
on Japan. Last 25 June, Japan announced a market-opening policy for the ASEAN 

countries, and now, we are hurrying to formulate an “action program” (a compre- 
hensive overseas economic policy) by the end of July. 


However, economic friction will not be eradicated simply by carrying out a 
policy of market opening centered on tariff reduction. Requests from the United 
States, Europe, South Korea, and the ASEAN countries will become more diverse, 
and political pressure will mount. There are two reasons. 


The first is that Japan's huge trade surplus will not be reduced, even if 
tariffs are lowered. The second reason is that industrial structure, industrial 
organization, and domestic political interests are deeply entwined in Japan 

and in the countries making the demands, and have become the main cause of the 
friction. Exports from other countries to Japan are not increasing because of 
the many policies that artificially protect industry in both Japan and other 


countries, and it is difficult to return immediately to the free competition 
principle. This is because the situation has become such that it is difficult 
to adjust mutual competition. For these reasons, exports to Japan will not 
increase simply by lowering tariffs and expanding import quotas. Unless we 
mutually start to adjust the industrial structure and industrial policies that 
are behind these various items of friction, economic friction will only increase. 


Looking at the Japanese and foreign industrial issues which are behind the 
economic friction, we can see four main factors. 


(1) Similarity of Industrial Structures, and Competition Among Industrial 
Products 
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The industrialization of the partially developed countries and the developing 
countries is moving toward the manufacturing of products that are similar to 
those made in the advanced countries. Industrial structures in all countries, 
from the developing countries to the advanced countries are becoming similar, 
and competition of similar manufactured products is becoming intense. In the 
process, the industries of the advanced countries, which are being chased, are 
following a path of minimization, strengthening of unity within industrial cir- 
cles, increased lobbying, increased nontariff barriers and industrial protection. 
On the other hand, minimization, industrial unity, and political pressure are 
increasing in the developing countries, which are giving chase. 


(1) Increase in Importance of Primary Products, and Slowing of Demand for Them 


Although industrialization is occurring, the developing countries will have 

to become more dependent on primary products (agricultural and mining products), 
and on the export of processed goods manufactured from these products. However, 
we have entered into a structural recession where, due to a drop in the indus- 
trial basic unit and developments in the recycling of scrap, demand for mined 
primary products has slowed and there is a worldwide surplus. In advanced coun- 
tries such as the United States, Europe, and Japan, agricultural products and 
processed food products have lost their relative advantage, but various import 
barriers exist because of the political pressure of agriculture groups and re- 
lated industries (as far as pressure groups go, these have the longest history). 
On the other hand, in the developing countries the structure of agriculture 
groups and related industries have recently taken the shape of those in the 
advanced countries, and have started to gain political power. For this reason, 
recent market-opening demands have become increasingly difficult. 


(3) Systemization of Overseas Economic Demands 


The United States, and now the developing countries are “systematizing” their 
overseas economic demands, saying that the people and organizations who handle 
overseas economic demands are built into the political system. Because of this, 
there is an increasing tendency to turn the failures in domestic economic ad just- 
ment and the slump in exports directly into overseas demands. 


(4) Distrust, and Recognition of Japan's Backwardness 


One important characteristic of recent friction is that other countries are 
becoming aware of the backwardness of Japan's industrial policy (such as sub- 
sidies and government procurement), and the backwardness of Japan's social and 
political system which cannot change these. There is a broadening understanding 
that the reason Japan stubbornly defends this type of policy is that the Japanese 
are a peculiar race which does not possess the virtues of fairness, generosity, 
and sincerity that mature individuals and countries should have. 


These are the reasons foreign dissatisfaction with Japan has not even dwindled, 
in spite of the fact that Japan came out with the first market-opening measure 
(Apri! 1982), the second and third market-opening measures (April 1983), the 
fourth market-opening measure (April 1984), and the foreign economic policy 
(December 1984). 
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Because of this, the issue cannot be settled by simply making tariff concessions 
every time a demand is made by a foreign country; it is necessary to really 
adjust the industrial structure of Japan and the other country. In order to 

do that, the Japanese government and the industry concerned need to deal seri- 
ously with the improvement of the industrial make-up. 


Therefore, it will be necessary to persuade the other countries that it will 
take time, and that they will have to improve their industrial make-up and struc- 
ture as well. 


Details on the Establishment of Discriminatory Tariffs 


One case that symbolically shows what we have said thus far is Thailand's demand 
for Japan to lower its unfair tariff on boneless chicken. It appears that this 
issue has been settled for the time being by lowering the tariff to 14 percent. 
However, it clearly shows how complex the issues behind the tariff on one item 
are, and demonstrates several lessons that will be important in considering 
future market-opening issues. 


This Thai request was for Japan to correct the Japanese import tariff on chicken 
which distinguished between boned chicken produced in the United States and 
boneless chicken produced in Thailand. Until 1978, the tariffs for boned and 
boneless chicken were both 20 percent. However, at the Tokyo Round, under United 
States pressure, a schedule was set up to reduce the tariff on boned chicken 

to 10 percent in 5 years. The tariff is 11.3 percent at present, and will be 
reduced to 10 cent on 1 January 1987. 


On the other ua’, at the Tokyo Round, the tariff on boneless chicken, which 
comes mainly from [fhailand, was left at 20 percent, and it was lowered to its 
present 18 percent after Prime Minister Nakasone's visit to Thailand last year. 
Later Thailand again requested a tariff reduction, but the Japanese Government 
did not comply. The basis for distinguishing between boneless and boned chicken 
is weak. The United States-produced import is boned dark meat of young chickens. 
In the United States, demand for young chickens is mostly for white meat (breasts); 
dark meat is cheaper, so that is exported to Japan. However, the reason for 
lowering the tariff on boned chicken was that the young chicken does not compete 
with the domestic-produced broilers, which are older chickens. On the other 
hand, Thai boneless chicken is pure meat, and competes with domestic-produced 
broilers which also are mostly meat. That is the explanation of Japan, in deny- 
ing this tariff concession. 


At the time of the Tokyo Round, Thailand was not yet a member of GATT (it became 
a member in November 1982). So, in spite of the fact that Thailand was rapidly 
increasing its export of boneless chicken to Japan, it could not make any de- 
mands for lower tariffs. In addition to this, Japan is under criticism for 
so-called discriminatory tariffs on bananas (17.5 percent from April to Septem- 
ber, and a 35 percent seasonal tariff between October and March to protect domes- 
tic apple farmers), and plywood (15 percent on plywood made from coniferous 
trees; for plywood from deciduous trees, the tariff is 20 percent for plywood 
less than 6 mm thick, and 17 percent for plywood 6 mm or more thick). The basi- 
for this type of discrimination is protection of domestic industry, and this 
reason no longer holds, internationally. 
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The Structure of the Thai and Japanese Chicken Industries 


Thailand's biggest worry is its trade deficit with Japan. Thailand's 1984 ex- 
ports to Japan were $1 billion, and imports from Japan were $2.4 billion. This 
amounted to a $1.4 billion trade deficit with Japan. This is 4.6 percent of 
Thailand's GNP. Of this, chicken is an important export. In 1984, chicken 
was the third largest export item to Japan, amounting to $55 million (Y13.6 
billion). This is equal to 6 percent of Thailand's exports to Japan, and 0.18 
percent of the GNP. The rear effect (the production effect on the related do- 
mestic Thai industries) of chicken exports amounts to $105 million, and 0.4 
percent of the GNP. It is unusual for one item to carry such importance, so 
we can understand why the Thai request is strong. Since items other countries 
are demanding market opening for are also important, this case has become a 
symbol of demands on Japan. 


(1) The Make-up of the Japanese Chicken Industry 


Imports of Thai-produced chicken amount only to 1.5 percent of Japan's demand. 
Nevertheless, there is strong opposition from agriculture groups (the National 
Central Committee on Agricultural Cooperation) and the Japan Table Chicken 
Association. This is a difficult issue which has its origin in Japan's agricul- 
ture policies and subsidy policies. In the first half of the 1970's, when beef 
and pork prices were high, demand for chicken rose. This was supported by a 
subsidy that reached Yl to Y2 billion per year (Table 1). In 1970, chicken 
farmers increased their flocks to about 17,000 birds, and accounted for 40 per- 
cent of table meat production (the flocks in 1984 were 7,300). Subsidy policies 
invite surpluses and price hikes. In the latter half of the 1970's, there was 

a surplus of production, and a drop in demand, so the chicken industry moved 
into a recession. At present, under a measure to promote new production (the 
total amount of the subsidy is approximately Y3.2 billion per year), planned 
production is being carried out, and production is again increasing as a result 
of a drop in the world food prices in 1982. 


Table 1. Subsidies for Chicken Production 
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Sources: Fiscal Survey Council Publication “Subsidy Handbook”, and the Minis- 
try of Agriculture, Forestry, and Fisheries’ “Animal Husbandry Statis- 
tics” 
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With this production surplus, chicken imports in 1984 were 103,700 tons (7.4 
percent of domestic production). Of this, 51.7 percent was United States-pro- 
duced, and 48.3 percent was produced in Thailand and Brazil (Table 2). The 
boneless chicken from Thailand was only 1.5 percent of domestic demand, and 
cannot be said to be a major factor in the chicken industry recession. It is 
difficult to reject market opening because of the recession. 


Table 2. Japan's Chicken Imports 
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Key: (1) year 
(2) total amount of chicken (unit: 1,000 tons) 
(3) boned dark meat 
(4) other (boneless) 
(5) world total 
(6) Thailand 
(7) United States 


(2) The Make-Up of the Thai Chicken Industry 


Thailand has an industrial structure problem too. The chicken industry in 
Thailand has been prosperous for a long time. There is a live bird market in 
every region, and in the wholesale and retail markets of the cities, slaughtered 
chickens, which are not refrigerated, are bought and sold amidst flies and 
offensive smells. Apart from this domestic market, in 1973, a Japanese trading 
company set up a joint venture, and, under the application of the Investment 
Promotion Act, started an enterprise that went from supplying chicks and feed, 
to slaughtering, refrigeration, and then to export. 


Conquering poultry diseases, such as chicken pests, this company helped poultry 
farmers raise flocks of 1,200 birds, and improved the product and the processing 
methods to meet Japan's special demands for broiled chicken and chicken for 
boiled dishes. 


Capital from overseas Chinese merchants and from Europe was put into this, and 
it turned into a seven-company (eight factory) business. As a result of this, 
Thailand was ableto produce more chicken than it could export to Japan, and 

it became necessary to form the Thailand Chicken Industry Association (TCBA) 
to coordinate production. 








Nevertheless, one overseas Chinese merchant company which holds a 50 percent 
share, does not participate in the TCBA, and acts independently. As in Table 
3, the other companies are observing an 8-hour workday and are adjusting pro- 
duction, but this company continues to operate 15 hours per day. 


Table 3. Recent State of Thailand's Chicken Industry (Survey of 6-11 May 1985) 
CIeeotsee (Qe eeee 
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One group equals 200 birds 
Source: PRACHACHAT BUSINESS (page 13) 15-17 May 1985, llth year, No. 1599. 


Key: (1) production capacity of machinery 
(2) actual production amount 
(3) birds per hour 
(4) groups per day (8 hours) 
(5) birds per hour 
(6) groups per day 
(7) production time in 1 day 


(8) company 
(9) total 


As I said before, when Japan opens the market to Thai-produced chicken, it will 
be necessary to revise the make-up of the Japanese industry; however, at the 
same time, we must ask the Thai industry to establish an industry structure 
that is capable of adjustment. 


(3) Japan's High Price Structure and Thailand's Low Price Structure 


Imported chicken is much cheaper than the domestic-produced product. In addi- 
tion, the product and pre-packaging are skillfully selected with the particular 
demands of the Japanese market in mind. For domestic chicken, the producers 
receive Y256 (per kilogram, 1983 average), and the wholesale price is Y295 (per 
kilogram, 1983 average). The wholesale price for dressed meat (breast meat, 
type III) is Y664. In other words, the price at the distribution stage is more 
than doubled. The retail price is Y1,190, again nearly doubled. Another factor 
in the drop in demand and production surplus I mentioned before is this distri- 
bution cost and margin. 


In contrast to this, the price of Thai~produced chicken is Y470 (boneless, per 
kilogram, 1984), Brazil-produced chicken is Y425 (same), and United States-pro- 
duced chicken is Y308 (boned). Therefore, this is less than 70 percent of the 
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Y664 domestic-produced wholesale price. With this difference in price, even 
tariffs would not protect the domestic product. 


One reason Thai-produced chickens can be produced more cheaply is that (bone), 
giblets, and (feet), which are just “by-products” in Japan, are “products” in 
Thailand, so these “by-products” (products in Thailand) yield Y150 to Y200 profit 
per bird, and thus it is possible to reduce the price of breast meat. Another 
reason is that the wages in Thailand's processing plants is around Y70 per hour, 
which is about 1/7th of personnel costs in Japan. Since personnel costs account 
for 60 percent of the chicken handling costs, this makes for a big difference. 

A third reason is that, under the Investment Promotion Act, the Thai export 
chicken processing plants are exempt from enterprise tax and equipment import 
tax for 7 years. Since more than half of the enterprises are still exempt from 
these taxes, the cost is cheaper. If calculated simply by price difference, 
domestic-produced chicken could not beat out Thai-produced chicken unless a 
tariff of more than ‘2 percent were levied. 


However, in actuality, imported chicken satisfies only 7 percent of domestic 
demand, and of that, Thai-produced chicken accounts for 1.5 percent. This 

is because Thai products are aimed at specific demand for broiling chicken and 
boiling chicken, and because the Japanese trading companies carry out market 
adjustment functions. The trading companies are, on the one hand, the directors 
of the domestic poultry industry, through import of feed, domestic sales, and 
distribution of domestic-produced chicken; on the other haad, they are the 
directors of the development and import of chicken from the United States, 
Thailand, and Brazil. This should show how meaningless it is to think of mar- 
ket opening in terms of tariff barriers alone. 


Even with Tariff Concessions, Imports Would Not Increase 


Those concerned with agriculture in Japan advocate that a tariff reduction would 
deal a big blow to Japanese poultry farmers. Thailand thinks that if tariffs 
were lowered, exports to Japan would increase. These are both the same in that 
they assume tariff concessions would lead to increased imports. However, in 
fact, tariff reductions would do little to increase imports. 


Although it is the same theory of increased imports, the Japanese and Thai bases 
for argument are different. It appears that the Japanese side thinks that the 
domestic price would decrease by the same amount the tariff is lowered, and 
imports would increase by the effect of the price elasticity value. This is 
doubtful for the following reasons. First of all, as I said before, the theore- 
tical barrier tariff rate, calculated from the price difference, would be 42 
percent, and the present tariff of 18 percent is considerably below that. The 
fact that Thai-produced chicken only accounts for 1.5 percent of domestic demand 
is proof that Japan's market structure has protection besides the tariff. Second- 
ly, the effect of the exchange rate is much greater than a tariff concession 

of several percent. Actually, the import of Thai-produced chicken was reacting 
to the exchange rate. Thai industry people explain that when the yen is high, 
importers pay more, so production is stimulated. Thirdly, judging from my 
experience in analyzing preferential tariffs, it is rare that a domestic price 
drops as much as the tariff is reduced; this is absorbed in the importers’ mar- 
gin. Therefore, it is difficult to say that lowering the tariff will lead to 

an increase in imports. 








On the other hand, from the viewpoint of production capability, Thailand is 
considering increasing exports to Japan. According to a survey carried out 

by PRACHACHAT BUSINESS from 11] to 17 May, 162 of 189 machines at poultry pro- 
cessing plants are operating, and if these were in full operation, it would 

be possible to increase production 16.6 percent. Six of the 8 plants are ob- 
serving the TCBA’s 8-hour limit to adjust production, as mentioned before, but 
the 2 “outsider” plants are working 12 and 15-hour days. Since these 2 factor- 
ies account for 50 percent of production, even if the other 6 factories were 
increased to 12-hour days. exports would only increase 15 percent at most. 
This would only mean an increase equal to 0.2 percent of Japan's domestic 
demand. 


Conclusion 


It is inevitable that Japan open its markets. However, as is clear in the 
abeve example of boneless chicken, the issue will not be settled simply by 
lowering tariffs. Japan will have to make fundamental revisions of its system 
which focuses on subsidies, and is over-protective of industry. Time will be 
needed to do this. In addressing the demands of other countries, we need to 
obtain their understanding that it will take time to adjust Japan's industries. 
At the same time, we must tell those industrial circles in Japan who are con- 
cerned, that promises of new subsidies to compensate for tariff concessions 

are out of the question. On the other hand, we cannot deny the fact that there 
is an increasing trend within the industrial circles of other countries for 
miniaturization, industrial cooperation, random export, and political pressure. 
It is important that, in future economic friction negotiations, Japan have a 
detailed knowledge of the situation in the country with which it is negotiating, 
and make frank demands. 
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REPORT ON CONCRETE MEASURES FOR ACTIVATION OF PRIVATE VITALITY 
Tokyo SEISAKU TOKUHO in Japanese 10 Aug 85 pp 1-41 


(Compiled by the LDP Extraordinary Council on Activation of Private Vitality] 


[Text] At the meeting of the Deliberative Commission on Party Policy on 16 
July 1985, the LDP accepted the summary of the Extraordinary Council on 
Activation of Private Vitality for Public Works, entitled “Second Report on 
Measures for Activation of Private Vitality," and adopted it as party policy 
at a meeting of the Executive Council on the same day. 


The report consists of a "Preface," and three parts entitled "Activation of 
Private Vitality in the Field of Public Works," "Easing of a Var‘ :ty of 
Regulations," and "Local Development in Response to the Information Age." The 
report is a compilation of measures for activation of private vitality which 
have been hitherto discussed. 


Among them, the preface makes special note of the fact that "the stimulation 
of domestic demand by actively promoting private vitality which is not 
dependent on government spending is the best policy to be adopted" in the 
present circumstances, when the government is in the process of reconstructing 
its financial affairs. In addition, while emphasizing the significance of the 
activation of private vitality, the following 3 preconditions are indicated: 
(1) the establishment of new goals for domestic investment; (2) the 
consideration of tax, fiscal, and financial measures as guiding policies; and 
(3) the necessity of relaxing a variety of administrative regulations. 


Furthermore, 3 concrete measures are offered as the most important elements of 
a policy of activation of public vitality: (1) the construction of a highway 
across Tokyo Bay; (2) the construction of a bridge over the Akashi Strait; and 
(3) acceleration of the construction of a central junction highway for the 
Tokyo area. Along with the active promotion of these projects, urban 
development and local development for the information age are encouraged. 


The Liberal Democratic Party considers the promotion of these large-scale 
projects as an important party policy, and plans to put it into action through 
the drafting of the 1986 budget. 
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The full text of the "Second Report on Measures for Activation of Private 
Vitality" is as follows. 


10 July 19585 
Second Report on Measures for Activation of Private Policy 
The Liberal Democratic Party 
Preface 
The foreign and domestic situation currently confronting Japan is very severe. 


As regards the domestic situation, the greatest policy issues are the 
realization of administrative reform and fiscal reconstruction, and stable 
econogic growth. 


As regards the domestic situation, since the resolution of international trade 
frictions is the most pressing problem, efforts must be made to solve the 
problem of Japan's large surplus, increase imports, and steadily increase the 
value of the yen. Wevertheless, Japan's capital outflow is continuing to 
contribute to the weakening of the yen, resulting in a weaker yen, which in 
turn draws foreign criticism of Japan's surplus and influences stable domestic 
prices. 


The most suitable way to improve this situation is to stimulate domestic 
demand, and this is done most effectively by reducing taxes and increasing 
investment in public works. However, there are very few sources of revenue, 
and while fiscal reconstruction is underway, the best policy at this time is 
that of stimulating public demand by actively promoting public vitality. In 
other words, the "steering wheel" of stable growth of the current economic 
policy can only be handled safely with fiscal reconstruction on one side, and 
the activation of private vitality on the other side. 


Accordingly, first of all, new goals for domestic investmert must be 
established for the activation of private vitality. 


That is to say, it is important to invest funds domestically which have a 
tendency to flow abroad, and the most powerful means of accomplishing both 
fiscal reconstruction and activation of private vitality is to establish new 
enterprises by transfer of unused nationally owned land to private use and to 
promote large-scale public works which activate private vitality. 


Secondly, it is necessary to establish means of introducing on a large scale 
private funding and activity to carry out such large-scale public works. 


Private participation in and completion of new large-scale public projects 
which have already been surveyed should be speeded up, and projects which 
have been started, but which have taken many years to complete should also 
have private participation and be speeded up. Japan should lose no time in 
considering tax, fiscal, and financial measures necessary for the activation 
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of private vitality, should promote domestic demand with the government and 
the people working together, and seek to respond to both foreign and domestic 
economic requirements. 


Thirdly, a variety of regulations should be relaxed in the administrative 
field. 


The LDP has already promoted emergency policies for urban development to 
activate private vitality. However, frankly speaking, in promoting thea, 
regulations in administration were a rather large obstacle, and it cannot be 
Genied that they hindered the promotion of such enterprises. 


The first step in activation of private vitality is deregulation. Regulations 
which came about at a time of high growth, when the pie was large are still in 
operation in the same way at present, when the pie has shrunk. Since the 
situation is quite different now, deregulation is an important seans for 
promoting private vitality. 


With the above considerations in mind, the following items are promoted as 
very important for activating private vitality, and in dealing with the 
current foreign and domestic economic situation: 


1. The promotion of large-scale projects 
- Construction of a highway across Tokyo Bay; 
- Construction of a bridge over the Akashi Strait; 
- Acceleration of of the construction of a central junction highway for 
the Tokyo area; 


2. Special tax, fiscal, and financial measures for the private sector for the 
purpose of actively introducing private vitality to large-scale public works. 


3. The relaxation of a variety of regulations relating to maintenance of 
cities, housing and land policies, and local development. 


This report outlines in some detail the measures which must be taken in 
addition to the important items just mentioned, to promote the cultivation of 
private vitality by accelerating local development for urban ‘evelopment and 
building for the information age. 

I. Promotion of Private Vitality in the Field of Public Works 


A. Guidance policies for review of city planning and construction regulations: 


In order to promote private vitality and accelerate the building of good urban 
centers, city planning and construction regulations must be reviewed, which 
relate to urban development and housing and land development. 


1. Redevelopment 


In order to promote excellent private redevelopment projects, it is necessary 
to increase theindividual ratio of building volume to lots for excellent 
private projects by improving the Special District System, and in the future, 








regulation of the ratio of building volume to lot must be relaxed with regard 
to Duildings with central plumbing. In addition, primary residence districts 
within areas with high levels of use, such as the area within the Tokyo No 7 
beltline, must be reviewed. 


Furthermore, the use of underground facilities must be promoted, and at the 
same time, measures dealing with underground disasters must be carried out 
fully, 


2. New Development 


From the point of view of an efficient supply of housing, the review of the 
distincticn (or demarcation) between areas for urbanization and areas under 
study for urbanization gust be reviewed, and in addition, the necessary scale 
for development permits must be reduced from 20 hectares to 5 hectares, and 
excellent residential development must be promoted. 


3. Streamlining of Administrative Procedures 


In addition to promoting the expediting of procedures for development 
permission and construction permits, a review of overly detailed guidance 
outlines for residential development is recommended. Also, simplification and 
speeding up of procedures for reporting land transactions based on the 
National Land Utilization Law, procedures for permission to change the status 
of farmland in areas under study for urbanization, and procedures for the 
removal of forest preserves. 


Concerning the surveying of cultural properties, concrete measures are 
necessary for efficient and speedy raintenance, and promotion of the survey 
system. creservation of cultural properties, and urban redevelopment. 


4. Measures for Activation of Trust Systems 
(1) Efficient use of land and land trust 


Since land trust is a system which will soon go into effect, there are cases 
in which its application to tay law is not necessarily clear, and thus it is 
necessary to establish measures to clarify this applicability, while dealing 
with the gist of the system. A variety of measures must be established to 
increase the desire for participation in projects of those land owners who 
wish to use the land trust -ysten. 


(2) The activation of nationally held land and land trust 


In the National Property Act and the Local Autonomy Act, there are no clear 
standards for establishing trust with regard to property management 
procedures, and in the legislation concerning these laws, there is no 
provision for the trust as a means of managirg ordinary property on nationally 
held land. However, there is also a movement fci a land trust with regard to 
nationally held land, and since the way toward activation is being opened, 
appropriate measures which include legal structures must be established. 
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5. Measures for the Activation of Leased Land and Leased Housing 


In order to promote the stability of management of leased land and leased 
housing, and the desire to participate in such enterprises, it is necessary to 
rationalize the practices used in leasing land and housing. Accordingly, it 
is necessary to review the Land and House Lease Act, and consider its 
revision. In order to accomplish this, we ask for a meeting of the 
Legislative Council. 


Furthermore, in order to revise land and house rent, and to make the 
reconstruction of old houses more efficient, the Land and House Rent Control 
Ordinance should be abclished. 


B. The Promotion of Joint Public and Private Projects 


There is a system of sharing of work and cooperation between the public and 
private sectors in carrying out a multiplicity of jobs which make up a single 
comprehensive project. This system should be considered for individual cases, 
and actively promoted, from the point of view of effectively realizing the 
policy objectives of public works, and appropriately guiding the desire of the 
private sector to participate in public works. 


1. Activation of nationally held land 


Along with the promotion of industrialization of the Seidoyama area of 
Shinjuku, the Nishi Umeda area, the Nishiki-cho area, and the Hosoe area of 
Shimonoseki, it is recommended that studies be done to begin indistrialization 
immediately of areas used by JNR, such as the south area of Shinjuku, and the 
Shiodome area. 


Also, in order to plan for effective activation of nationally held land, 
giving consideration to the effect on good urban centers and prices of the 
surrounding land, public organizations must be found which maintain housing 
and urban centers on nationally owned land, and with these public 
Organizations based on the concept for use of the land and plan for 
development and maintenance of the land, it can be transferred to the private 
sector at a suitable price by public issue, and the private sector can 
introduce systems for construction of buildings in accordance with the the 
development and maintenance plans. 


Furthermore, with respect to nationally held land within urban centers which 
is currently being used inefficiently, provisions should be made to promote 
urban redevelopment and effective use of land. 

2. Redevelopment 

The promotion of Model Projects: 

Model projects must be promoted such as the concept of revitalizing the areas 
such as the Sumida riverside so that they once again become safe areas with 


clean water and greenery, the "Minatomirai 21" concept, a project to develop 
Yokohama City into a "core city" in the sphere of the capital,and the "Kobe 
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Harborland" concept, which aims to develop the area around Kobe Station into a 
new focal point for Kobe City, making it an attractive and vibrant urban 
center. 


3. New Development 
The promotion of model projects: 


Model projects are promoted, such as the transfer of housing sites to private 
developers near the Seishin New Town Center, and large-scale private projects 
centered at large development sites which already have foundations acquired by 
private developers, such as in the Tanano area of Aichi Prefecture and the 
Nariai area of Osaka Prefecture, the construction of the Kansai Culture and 
Technolgy City, and large-scale projects operated by labor unions by promoting 
business agent type system in areas like the south Doki area of Chiba City and 
the Harada area of Tsukushino City. 


4. Activation of Private Funds 


Concernin.,, public dam projects for water resource development such as direct 
control dams and auxiliary dams, money is provided in the 1985 budget for new 
dam construction and maintenance, especially for already compieted dams which 
need improvements, and efficient operation has been promoted by the 
introduction of private loans. 


In the future as well, activation of private capital wili continue to be 
promoted to an extent which reflects the policy goals and profitability. 


5. The Establishment of a Loan System for Funds for highway Development 


Funds for highway development have been loaned for projects effectively using 
empty highway space, and urban redevelopment projects carried out along with 
highway maintenance, but for 1985, efforts will be made to carry out 
systematic financing with highway development loans of Y20 billion and private 
funds of about Y20 billion. 


6. Projects Related to Highways 
(1) Construction of a highway across Tokyo Bay 


This is a project which should be put into operation starting in 1986, and 
plans should be made to resolve such prerequisite issues as safety for 
shipping traffic, protection of the environment, and the concensus of local 
residents. Concerning the method of activating the vitality of the private 
sector, a wide range of approaches should be considered: not only public 
corporations to introduce large amounts of private capital, but also 
approaches to the third sector should be included. 


(2) Acceleration of construction of a central junction highway for the Tokyo 
area 





As part of the central junction highway for the Tokyo area, work on the 
Kanetsudo-Chuodo will start in 1985. Along this line, there are plans and 
ideas for a variety of development projects, and guidance is being given in 
the establishment of local public bodies, related organizations, and private 
opinion surveys, and efforts are being made to bring to life a central 
junction highway for the Tokyo area. 


(3) Construction of a bridge over the Akashi Strait 


The bridge over the Akashi Strait, in conjunction with the Daimeimon Bridge 
(completed in June 1985), forms part of the nationwide transportation network, 
and is a project which will have tremendous impact on the economic and social 
development of west Japan. Establishment of a bridge for highway use only, 
and the introduction of more private capital, will start in 1986. 


7. Development of the Kansai International Airport 


The construction of the Kansai International Airport is a large-scale and 
urgently needed public project. The Kansai International Airport Corporation 
was founded in October of last year, and financed by the national government, 
local governmental bodies, and the private sector, to further the project with 
new approaches, from the viewpoint of a variety of means of capital 
procurement and efficient management of the project. 


8. Activation of Land Used in Harbors 


With regard to the activation of land used in harbors, consideration is being 
given to harmony with the character of the city, and already, harbor 
development projects which activate private sector vitality have been carried 
out in Yokohama Harbor (Minatomirai 21), Tokyo Harbor (Takeshiba-Shibaura 
wharves), and Kobe Harbor (Meriken wharf), and along with the continuing 
promotion of these projects, measures are under consideration to further 
accelerate the use of coastal land for a variety of uses. Furthermore, along 
with deve.ivpment of harbors, the construction of man-made islands like the 
Kobe Harbor Rokko Island and Osaka Harbor North Port Island projects, which 
activate private sector vitality, continue to be promoted, and we support the 
concept of the third Kobe Port Island (Port Island Second Stage). 
Furthermore, we support harbor transportation systems and other new 
transportation systems to promote these projects. 


9. The Rapid Commencement of Work on an Improved Shinkansen 


The promotion of an improved Shinkansen is desirable from the viewpoint of 
activation of Japan's economy and society and regional development. 
Construction based on policy reflecting the agreement of the LDP and the 
government will be put into action. 


10. Participation of Private Enterprises in Large-Scale Public Works 
In carrying out new large-scale public works projects for which the initial 


surveys have been done, or large-scale public works projects requiring many 
years to complete and which have already been started, private participation 





will be sought, large private funds will be introduced, and the completion 
will be hurried, which will stimulate domestic demand. 


Special legislation will be considered for these projects, as special measures 
limited to the period of fiscal reconstruction, and include tax and fiscal 
measures. 


II. Relaxation of a Variety of Regulations 


Japan was able to achieve its current economic prosperity due to the thorough 
promotion of private vitality based on a free economic system. 


During the period from the early 1960's through the mid-1970's, in which the 
fiscal situation was good, due to private sector vitality, there was a great 
amount of public investment, and due to the necessity of this planned public 
investment, a wide variety of regulations were emphasized, and administrative 
authority was transferred to local areas. 


However, now the era of high economic growth has passed, and naturally led to 
a period of stable economic growth, in which the pie has shrunk. The economic 
Situation of society has changed, and even public investment is restrained, 
and thus we have entered a period where regulations, as well as the 
distribution of national and local authority must be reconsidered. 


Accordingly, in order to keep Japan's future domestic economy viable, it is 
necessary to review in detail a wide range of regulatory measures based on a 
free economy. A very urgent task is the relaxation of regulations wherever 
possible and the building of a system which truly promotes private sector 
vitality. 


From this viewpoint, regulatory measures should be relaxed in the fields of 
urban development, housing and land policies, and local development. 


III. Local Development in Response to the Information Age 


A. The response of national land policies and industrial policies to the 
informaton era, and the promotion of technological development: 


With the advent of the information age, and in response to the increasing high 
level and variety of needs of the people due to the dramatic development of 
information technology, policies must be promoted in urban and local areas in 
response to this era. Comprehensive measures which include related industries 
must be promoted, and the development of information-related technology must 
be promoted. 


1. Introduction of the Principle of Competition to the Field of 
Telecommunications and the Promotion of Telecommunications 


(1) Along with the privitization of NTT, competition was introduced in the 
field of telecommunications, and a new system of telecommunications was formed 
with the intention of increasing efficiency and vitality of the 
telecommunications industry. This will provide a basis for the maximum 
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stimulation of private vitality, and, starting with the telecommunications 
industry, will help to develop and promote an information industry. 


(2) In order to plan for the promotion of the telecommunications industry, 
surveys and studies are being done concerning comprehensive network technology 
to encourage new participation, and the groundwork is being laid concerning 
the principles of fair competition. 


2. The Promotion of National Land Policies in Response to the Information Age 
(1) Construction of an information highway 


The concept of a new information system which utilizes the highway network 
(information highway) has become more concrete, and due to joint investment by 
private enterprises in November of 1984, the Japan Highway Communications 
Corporation was established. The Corporation intends to lay and operate 
telecommunications equipment such as optical fiber, and manage a 
telecommunications enterprise. In the future, new information systems 
utilizing the highway network will be considered, and as private sector 
vitality is activated, these ideas will become more concrete. 


(2) Promotion of the Development of Cab [cable box] Systems 


Consideration is being given to the nature of long-term cab systems which 
include measures for activation of private sector vitality, as well as to the 
nature of a highway structure which responds to the information society, and 
technical issues regarding the verification and construction of developmental 
measures are being discussed, as well as how the funding is to be handled. 
Cab system development is now in the model stage. 


(3) Introduction of information systems together with the development 
of urban areas 


The development of the "intelligent city concept" incorporates information 
systems into city planning and city management. 


Specifically, in addition to the commencement of a survey into the possibility 
of the construction of a sophisticated and efficient intracity information 
communications system (urban teleway), new city base enterprises, and land 
redivision and development enterprises are planned so that, by auxiliary 
measures, they can be integrated with areas under study for urbanization, and 
information systems can be readily introduced. 


3. Promotion of Information in Shipping and Transportation 


The concept of "informationization" of transportation terminals such as 
railway stations and airports as bases for the supply of a variety of 
information should be promoted, the concept of using railway lines and harbors 
as bases for information communication, as by the Nippon Telecom Corporation, 
should be promoted, and systems for linking trains, automobiles, and airplanes 
to offices in a moving information system, should be promoted. 








4. Promotion of Industrial Policies in Response to the Information Society 
(1) Response to the software crisis 


In order to respond to the problem of the serious gap between supply and 
demand in both quantity and quality of software, systems for industrial 
production of software have been set up by the Society for the Promotion of 
Data Processing, and dramatic improvements in productivity and reliability of 
software are planned. 


(2) Promotion of the "Informationization" of Industry 


The "informationization" of industry should be promoted, and in order to 
further streamline industrial activity, and form a basis for healthy 
competition, "cooperative guidelines" are established, based on the "Data 
Processing Promotion Act," and low interest financing is provided by the 
Society for the Promotion of Data Processing. 


(3) Guarantee of Interoperability of Information Related Equipment and Systems 


In order to plan for the smooth development of "informationization," a 
movement toward international standardization is being considered, and in 
Japan, for the sake of clarity, the Japan Industrial Standards (JIS) are 
striving for forward-looking, multifaceted, and flexible approaches to 
hardware and software. Interoperability will be guaranteed by promotion of 
unified standardization. 


5. Construction of a Basis for Technological Development 


Japan's economy is in the quickening period of a technological revolution, and 
the promotion of technological development is indispensible in planning for 
the guarantee of economic development and the enlargement of the frontier of 
the world economy. Therefore, creative and independent research and 
development must be promoted, which center on basic and applied research. In 
addition, environmental development must be carried out for maximum 
stimulation of private sector vitality in research and development. 


(1) Establishment of a Center for the Promotion of Basic Research 

The promotion of laboratories for basic research will be carried out by the 
establishment of a Center for the Promotion of Basic Research, and private 
funding of research laboratories for basic research. 

(2) Implementation of a Tax System for the Promotion of Basic Research 

In order to stimulate private vitality especially in the field of basic 


research, a Tax System for the Promotion of Basic Research will be 
implemented, and a variety of grants and guidance policy finance are planned. 


(3) The Ease of Implementation of the Basic Research Facilitation Law 


The smooth implementation of the "Basic Research Facilitation Law" is planned 
for the purpose of facilitation of experimental research on basic technology 
carried out in the private sector, and to improve basic research in the 
private sector. 


(4) Steady Implementation of a Joint Public and Private Research System 


The steady implementation of a joint public and private research system which 
forms a vital combination of the high research potential accumulated in the 
national research laboratories with the private human and financial research 
potential. 


(5) Promotion of Private Development of Aircraft 


With regard to the development of aircraft, which is a leading industry, but 
which has high risks, suitable means to make up for the private risks are 
being planned. 


6. Promotion of Technological Development Relating to Information 


In order to respond to the ever increasing variety and high level of needs in 
the future, a Center for the Promotion of Basic Research is being promoted for 
the advancement of research and development of the fifth generation computer, 
and also for research and development of data base systems for the interaction 
of electronic computers. 


7. Promotion of Technological Development Relating to Communications 
(1) Promotion of technological development of new media 


New media technology development will be carried out in order to guarantee 
policies for technological development in the field of telecommunications, and 
to plan for the promotion and popularization of a variety of new media. 


(2) Announcement of recommended communications systems 


Concerning terminals and data communications systems necessary in an 
information society, in order to guarantee mutual communication between 
terminals and systems, consideration is being given to the situation with 
respect to international communications system policies, and for the sake of 
Clarity, a recommended communications system (JUST) will be decided upon and 
announced. 


(3) Promotion of technology development for use of radio waves 
Development of frequency sources and other use of radio waves will be carried 


out in response to the significant increase in recent years of the demand for 
frequencies, and in order to promote the use of radio waves in new media. 
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8. Promotion of Technological Development Relating to Construction 
(1) Implementation of an urban cooperative housing system development project 


Development of a comprehensive production and supply system is recommended for 
the development of new urban cooperative housing which is durable and livable, 
under a system of public and private cooperation which implements proposal 
competition for private enterprises. 


(2) Promotion of the 21st Century Apartment Plan 


Due to the great increase in durability and livability of cooperative housing, 
and due to the efficient use of energy resources in such housing, and in order 
to provide ample good quality cooperative housing to society, an association 
for technological research has been formed from private enterprises, and the 
"21st Century Apartment Plan" (a project for development of new materials and 
mechanical systems for cooperative housing) is promoted with the cooperation 
of the public and private sectors. 


9. Promotion of Development of Basic Technology for Transportation 


In order to carry out plans for the basic technology of transportation, 
national and private enterprises promote joint research and development in 
utilization of leading technologies and low “ost transportation, and along 
with the promotion of research and development of highly reliable boats guided 
by artificial intelligence which has made progress since 1983, research and 
development into lowering the cost of subways started in 1985. 


10. Promotion of Biotechnology 


Since dramatic improvement of productivity has been made in the agricultural, 
fishing and forestry industries, the food industry, and the chemical industry, 
contributing to the development of new production processes, development of 
advanced biotechnology (technological development using plasmogamy, nuclear 
transplantation, recombinant DNA)is promoted by the cooperation of industry, 
government, and academia, and in addition to the development of a system for 
the promotion of such work, the government plans to emphasize basic research 
and development, and activation and development of private vitality in 
research is planned. 


Furthermore, in order to plan for comprehensive guarantees of genetic 
resources, which are the basis of development of advanced biotechnology, the 
development of a comprehensive system of genetic resource and genetic breeding 
information (an agricultural, forestry and fishery gene bank), and the 
expansion of the Patented Microorganism Deposition Center are promoted. 


Also, with a long-range look into the future, in order to plan for the 
development of revolutionary technologies, large-scale project research is 
recommended. 








B. Promotion of Local Development in Response to the Information Age 


In order to respond to the information age, reevaluation of industrial 
locations in local areas, a wide variety of measures must be developed, such 
as the guarantee of cooperation among regional industries, government and 
academia, promotion of policies for a technopolis, promotion of the concept of 
new media, promotion of the Teletopia plan, development of measures for small 
and medium enterprises to respond to changes, and countermeasures for 
agriculture, forestry and fishing. Thus, the development of local areas will 
be positively promoted. 


1. New Development of Industrial Location Policies. 


With changes in recent years in the environment involving industrial location, 
with the rapid progress in technological innovation and information, as well 
as the service orientation of the economy, independent promotion of local 
economies, along with the activation of private vitality, will come about due 
to the promotion of local industrial locations and internally generated 
promotion of local industries. 


(1) Implementation of measures for relocation of industries 


Along with the creation of a variety of employment opportunities in local 
areas by activation of private vitality through local distribution of 
industries, in order to revive local economies, measures for relocation of 
industries must be expanded, and local areas must take on research functions, 
which are the "brains" of industry, as well as high level functions such as 
information functions, and local urban centers must be improved so thal they 
are attractive to live in, and attract highly talented persons. Furthermore, 
it is important to promote industrial development in accordance with the 
development potential of the area. 


(2) Promotion of the concept of a Technopolis 


The Technopolis Plan (15 regions have been approved for this development plan) 
aims to promote the activation of private vitality, and increase the 
development of new products and technologies by activation of industrial 
location of leading technology industries, and by activation of joint research 
by local industries, schools, and governments. 


In the future, the firm implementation of Technopolis projects will be 
promoted all the more, with budgetary, tax, and fiscal investment measures 
being taken, as well as the building of attractive urban centers, and 
introducing new social ideas. 


Furthermore, in order to promote Technopolis construction, budget measures 
have been under discussion since 1984 to aid enterprises in determining 
suitable locations necessary for development, acquiring the necessary land to 
conform to the development plan, and in addition dealing with the introduction 
of industry into agricultural areas. Planning is under way to coordinate local 
agricultural, forestry and fishery industries. 





(3) Creation of a Technomart 


In order to develop a creative basis for technological development, by 
activation of technological transactions and exchanges between enterprises, 
industries, and regions, the Japan Technomart Foundation (a technology 
exchange) is to be founded with the cooperation of major domestic industries, 
and its purpose is to promote industrial development on a national basis. 


(4) Establishment of new methods of supplying industrial sites 


In order to promote industrial location to local areas in accordance with the 
changes in conditions for location of industries, the establishment of new 
methods of supplying industrial sites, such as leasing and trust arrangements, 
are encouraged, and to this end, efforts are being made to develop the 
environment of the system. 


2. Promotion of Local Development Through High Speed Transportation Networks 


Consideration of specific roads is encouraged so as to promote local 
development through the formation of high speed transportation networks, and 
to quickly devise a high standard trunk line highway plan to contribute to the 
formation of prosperous regional societies. 


3- Promotion of Development of Information Systems Responsive to the 
Needs of Local Areas 


In order to plan for an information society which is balanced, a new media 
community concept must be promoted which has the purpose of developing and 
spreading a variety of information systems which are responsive to the needs 
of local industries, communities, and lifestyles, and will promote the 
"informationization" of local areas. 


4. Development of Small and Medium Enterprises Responsive to a Time of Change 


Small and medium-sized enterprises are the wellspring of the Japanese economy, 
and form a stable basis for society. Amid great environmental changes such as 
the technological revolution and increasing availability of information, it is 
necessary to plan for the development of creative and lively small and 
medium-sized enterprises to provide the force for the future development of 
Japan, and positive measures must be developed for small and medium 
enterprises. 


(1) Responsiveness to the technological revolution and development of 
information 


In response to the rapid changes in environment accompanying the technological 
revolution and the development of information, small and medium-sized 
enterprises must be developed which have a vigorous entrepreneurial spirit. 
Therefore, the establishment of an "Extraordinary Measure for the Promotion of 
Technological Development of Small and Medium-Sized Enternrises," the 
establishment of a tax structure which strengthens the technological base for 
small and medium-sized enterprises, and the establishment of enterprises for 


; re 


4a/ 








the development of local system technology, are encouraged, and measures for 
promotion of technology involving capital procurement and the tax structure, 
will be promoted. Along with plans to improve the technological power of 
small and medium-sized enterprises, there are plans to strengthen the 
responsiveness of small and medium-sized enterprises to "informationization," 
and the cultivation of talent. 


(2) Promotion of Measures for Local Small and Medium-Sized Businesses, 
Service Industries, and Small-Scale Enterprises 


In order to promote measures for small and medium-sized businesses and service 
industries, cultivation of small and medium-sized enterprises in local areas, 
and implementation of measures for small-scale enterprises, the "Community 
Mart" concept should be increasingly promoted, in addition to measures for the 
promotion of local industries. In addition, small village enterprises would 
be expanded, enterprives which promote development of human resources should 
be established, and other efforts should be made to improve management. 


5. Promotion of Local Development Which Activates Information Communication 
(1) Promotion of the Future Communication Model City (Teletopia) Concept 


The following measures are considered for the construction of Teletopia by 
introducing to local model cities new media (information cemmnunication 
systems) such as two-way CATV [community antenna TV] and CAPTAIN [character 
and pattern telephone access info network], with the object of promoting and 
activating local societies through the Teletopia concept: 


(a) Development of a base of data communication capability in local areas with 
two-way CATV . 


(bo) Development of application systems to carry out operation and management 
with (a) as the information communication base. 


(c) Measures for the third sector or non-profit foundations with the purpose 
of promoting the construction of Teletopia. 


(2) High level comprehrensive information communication system 
development survey 


Development of systems using CATV facilities is being carried out at the 
Tsukuba Science City. Testing and evaluation of a model system will be done 
this year. 


6. Development of Agricultural, Forestry and Fishery Information Systems 


With responses to the development of information such as the introduction of 
computer network systems, rural area CATV, and POS (information management at 
the point of sale) systems, measures for support and guidance of surveys, 
design, software development, and development of data management equipment for 
systematization of information in the agricultural, forestry and fishing 





industries, the food industry, and agricultural and mountain villages in local 
areas are recommended. 


7. Active development in Agricultural, Mountain and Fishing Village Areas 


In response to changes in industrial location due to developments in 
technology and information, creation of employment opportunities and promotion 
of exchanges between urban areas and agricultural, msountain and fishing 
villages are promoted, so as to further the igprovement of agricultural, 
forestry and fishing industry structures, making efficient use of the 
resources of agricultural, mountain, and fishing village areas. In addition, 
the formation of vigorous communities in agricultural, mountain, and fishing 
" villages should be promoted by establishing model enterprises for the 
comprehensive development of agricultural villages. 


5S. Local Development of Educational and Research Organizations Related to 
Leading Technology 


In order to promote the vitality of leading technology industries in local 
areas, it is necessary to cultivate human talent through educational and 
research organizations, and it is necessary to promote educational systems for 
the development of local talent, and to promote cooperation in the field of 
research. Therefore, institutions of higher education must be opened up to 
local areas, and must cooperate to promote local industry, and in addition, 
cooperation between universities and the private sector should be encouraged. 
For example, a system for joint research by university researchers and 
researchers frog private enterprises, and the acceptance of private sector 
researchers into universities should be promoted. 


(Appended Data) 


Activating Private Sector Vitality in the Field of Public Works 


ITEM MEASURES CONSIDERED UP TO NOW FUTURE TASKS 


A. Guidance Policies 

for Review of City 
Planning and 
Construction Regulations 


1. Redevelopment Increase in thenuaber of Relaxation of ratio 
buildings allowed per lot of building volume to 
forexcellent private projects lots in buildings 

with central 
Review of primary residence plumbing 
areas within Tokyo belt line 
area Development of Tok:~ 


City, and special 
areas 








2. New Development 


3. Streamlining of 
Administrative 
Procedures 


Review ofdesarcation 
(Results from Mar 85 to 
present) 

-Start or completion of 
legal proceedings in 31 
prefectures 

-Areas for urbanization 
expanded to 14,808 hectares 
due to review of demarca- 
tion 


Lowering of standar‘4 
conditions for development 
permission (from 20 hectares 
to 5 hectares) 


Expediting of procedures for 
development permission and 
construction permits, and a 
review of overly detailed 
guidance outlines for 
residential development 


Review of procedures for 
reporting land transactions 
based on the National Land 


Utilization Law, and procedures 


for permission to change the 


status of farmland, and removal 


of forest preserves. 


Efficientandspeedymaintenance 
and surveying of cultural 
propertiesand city development 


Guidance of locz] 
public bodies 


Study of building 
standard laws 


Study of policies for 
high use of urban 
land 


Study of use of 
underground 
facilities 


To react quickly 


in the future 


To reduce the lowering 
of conditions in the 
case of some public 
bodies 


Thorough action 
under the guidance 
of the government 


Study of the 
jurisdiction of 
local public bodies 


Sigplification and 


speeding up of all 


procedures 


Development of survey 
systems 











4%. Measures for Study of application of the tax 
Activating of system and activating use of 
Trust Systems nationally held land 


5. Measures for the Study activating use of land 
Activating of use leasing and house leasing 
of Leased land methods 
and Leased housing 


B. The Promotion of Joint 
Public and Private Projects 


1. Activating use of Activating private sector 
nationally held land vitality in nationally held 
land 


Seidoyama area of Shinjuku 


Hosae area of Shimonosexki 


(Activation of land used by 
JNR ) 


Selection of Umeda (South), 
Nishiki-cho, Shinjuku, and 
Shiodome as model project 
areas with land used by JNR 
by the Cabinet Council on 
Economic Measure in 1983 


Study of the 
possibility of 
application 


Study of the 
revision of the Land 
and House Lease Act 
(For this purpose, 

a request for a 
meeting of the 
Legislative Council. 
The LDP will also 
consider radical 
measures. 


Promotion of 
enterprises through 
the cooperation of 
national government 
and public bodies, 
and the speeding up 
of procedures 


Introduction of the 
system of housing and 
urban development 
public bodies as a 
base 


Local development of 
urban planning in 
Shinjuku 


Coordination with 
local people 





Nishi Umeda 

At the December 83 meeting of 
the JNR Planning Committee 
(with concerned ministries 

and Osaka City participating) 

a basic policy was decided 
for carrying out basic 

development using land 

read justment 

-Nov 83 City planning 
decision 

-Jun 85 Permission granted 
to establish Osaka City 
Nishi Umeda Land Readjustment 
Association 

(City railway planning will 
start from 1985) 


Nishiki-cho 

-At Sep 84 meeting of JNR 
Planning Committee (with 
concerned ministries, city, 
and Sumida Ward participating) 
development of public facili- 
ties to urbanization development 
enterprises was approved 

-In May 85, JNR, the city, 
Sumida Ward, and private land 
owners formed an association to 
study industrialization 


Shin juku 
-Since Jul 83, the JNR Basic 
Concepts Committee (with 
concerned ministries, city, 
and Shinjuku Ward 
participating) has been 
studying the basic concept 
of development with 
freight at the center 
-In a separate project, since 
Oct 83, the National Land 
Agency, Transportation 
Ministry, and Construction 
Ministry have been studying 
basic development including 
concepts close to those of 
the Research Commission on 
Comprehensive Development 
Plans for Surrounding Areas 


in 
Nh 


It is also necessary 
to consider future 
railway plans for 
the surrounding 
areas 


Since there are 
many private land 
owners, it will be 
necessary to 
coordinate efforts 
with them 


The basic concept 

is expected to become 
policy soon,but it is 
necessary that after 
it becomes policy, 
plans be developed 
for the surrounding 
areas; in the 

future, consultation 
should be promoted 
between persons 
concerned with 
Shinjuku Ward 





2. Redevelopment 


3. New Development 


Shiodome 

-Since Jul 83, the JNR Basic 
Concepts Committee (with 
concerned ministries, city, 
and Minato Ward 
participating) has been 
studying basic development 
concepts including future 
railway plans 

-In a separate project, since 
Feb 85, the National Land 
Agency, Transportation 
Ministry, and Construction 
Ministry have been studying 
basic development including 
concepts close to those of 
the Research Commission on 
Comprehensive Development 
Plans for Surrounding Areas 


Sumida riverside 
redevelopment concept 


Minatomirai 21 concept 
Kobe Harborland concept 


Revision of the order to 
enforce the New Housing Act 


Large-scale private projects 


Construction of Kansai Culture 
and Technology City 


Promotion of large-scale land 
readjustment by means of a 
system of business agents 
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It is necessary to 
make a comprehensive 
master plan for the 
areas in question. 

At that time, it will 
be necessary to 
consider connections 
with future plans 

for transportation 


Activation of 
railway laying 


Implementation 
starting 1985 


Is being promoted 
Is being promoted 


Housing transfer to 
private businessmen 
in areas near the 
Seishin New Town 
Center 


Work starts in 1985 
in the Tamano area 

of Aichi Prefecture 
and the Nariai area 
of Osaka Prefecture 


Housing and urban 
development public 
corporation being 
promoted 


Work in progress in 
Doki area of Chiba 

City and the Harada 
areaof Tsukushino 

City 








4. Activation of 
Private Capital 


5. The Establishment 
of a Loan System for 
Funds for Highway 
Development 


6. Projects Related 
to Highways 


7. Development of the 
Kansai International 


Airport 


Introduction of private funds 
for direct control dams, 
auxiliary dams and water 
resource development, and 
especially for already 
completed dams needing 
improvement 


Use of a funding system 
highway development loans of 
20 billion yen are matched 
by private funds of about 20 
billion yen 


Construction of a highway 
across Tokyo Bay 


Construction of a central 
junction highway for the 
Tokyo area 


Construction of a bridge 
over the Akashi Strait 


Founding of the Kansai 
International Airport 
Corporation in Oct 1984 


Capital outlay at time of 
formation: 5.1 billion yen 
(3.4 billion yen contributed 
by national government, 850 
million yen by local public 
bodies, 850 million yen by 
private sector) 


In the future, plans 
for activation of 
private capital for 
a wide range of 
public works 


The financing system 
is used for certain 
projects starting 

in 1985 


Work to begin in 
1986, and 
coordination of 
ship traffic, 

local concensus, 
and study of the 
system for carrying 
out the project 


Construction to 
begin in 1985. 
Consultative 
committees to be 
formed with local 
public bodies and 
private sector to 
discuss development 
along the lines, and 
a rapid completion 


Positioning as a 
highway bridge. 
Using more private 
capital, completion 
in 1986 


Construction started 
1985,airport to 
open in 1992 


Concerning the 
increase in funds in 
1985, 4.8 billion is 
sought from national 
government, 1.2 
billion from local 
public bodies, 1.2 
billion from the 





Operating expenses (original private sector, with 


budgetary base): contributions sought 
1984; 17 billion yen from about 800 
1986: 24 billion yen companies 


Fishery compensation 
negotiations to be 
settled quickly 


8. Activation of Harbor redevelopment Study of measures 
Land Used in enterprises for multiple use of 
Harbors -Part of the developed coastal land 


land is offered as sites 
for activation of private 
vitality, for example, for 
office building and other 
related projects 
Operating costs: 

1984; 67.53 billion yen 
1985: 96.88 billion yen 
Number of ports: 

1984: 16 

1985: 17 


(Examples of typical projects 
in progress) 


-Tokyo Harbor (Takeshiba and 
Shibaura): Redevelopment of 
wharves, and redevelopment of 

the land with landscaping and 
businesses 

-Yokohama Harbor (Minatomirai 21) 
Using the remains of shipbuilding 
sites and filled in land in front of 
old wharves, reformation of the 
harbor functions is carried out, 
and the area's use for business 
is introduced 

-Kobe Harbor (Meriken Wharf) 
Filling in the land between the 
central embankment and the 
Meriken wharf, the area is being 
developed into a green area with 
cultural facilities 


Construction of man-made Promotion of Kobe 
islands Port Island Second 
-The harbor management offers Period Concept 
part of the land on man-made (Kobe City concept 
islands as a site for the 418 ha) 


activation of private vitality 
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(Examples of major projects 
in progress) 


-Osaka Harbor South 

Completion time: 1958-86 
Islandarea: 937 ha 

(Area for urban functions: 
about 430 ha) 


-Kobe Rokko Island 
Completion time: 1972-90 
Island area: 583 ha 

(Area for urban functions: 


In order to plan 
promotion of these 
projects, new 
transportation 
systems such as 


harbor transportation 


systems must be 
promoted 


Study of promotion 
of the Okiai 
artificial island 
concept 


-Osaka Harbor North 

Completion time: 1972-93 

Island area: 615 ha 

(Area for urban functions: 
about 330 ha) 


9. The Rapid Study of the effect on the 
Commencement of Work environment 

on an Improved 
Shinkansen 


While coordinating 
national and local 
participation, 
work should be 
started quickly 


about 210 ha) 
Establishment of a location 
for preparations to begin 
the project 

10. Participation of 

Private Enterprises large-scale public 
in Large-Scale Public works, participation 
Works of private business 
is to be sought, and 
rapid completion is 
to be sought through 
the introduction of 
large private funds 


In carrying out 


The government should 
consider special 
legislation for tax, 
fiscal, and financial 
measures with respect 
to the private sector 


Local Development in Response to the Information Age 


ITEM MEASURES CONSIDERED UP TO NOW FUTURE TASKS 


A. Response of National 

Land and Industrial Policies 

to the Information Age, and 

Promotion of Technological 

Deve lopment 56 





1. 


Introduction of 
competition to the 
telecommunications 
field, and 
promotion of 
telecommunications 


Promotion of 
national land 
policies in 
response to the 
information age 


Promotion of 
information 
relating to 
transportation 
and communication 


Enforcement of 3 laws fur 
innovation in telecommunications 
(as of 1 April 85) 


Introduction of competition to 
the field of telecommunications 


Greater efficiency and vitality 
of telecommunications industry 


Establishment of the Japan 
High Speed Communication 
Corporation 


Implementation of experimental 
operation 


Transforming transportation 
terminals into information 
bases 

-In the Feb 85 intermediate 
report of the Transportation 
Policy Council, the concept 
of using transportation 
terminals such as stations 
and airports as bases to 
provide a variety of 
information such as transport 
and sightseeing information, 
was proposed (the media 
terminal concept) 

-In Jun 1985, the Media 
Terminal Concept Study 
Committee was formed 

Number of terminals: 3 (1985) 
Budget for 1985 (National): 

8 million yen 


High level use of railroad 
lines 

-In Oct 1984, optical fiber 
cable was laid along the 
railroad line between Tokyo 
and Osaka, and the Japan 
Telecom Corporation was 


Development and 
promotion of 
information and 
communications 
industry 


Promotion of 
conditions for 
fair competition 


Acquisition of 
approval for type 1 
telecommunications 
enterprise 


Promotion of model 
enterprises, and 
study of approaches 
to development 


Development of the 
"intelligent city” 
concept 





4. Promotion of 


industrial policies 
for the realization 


of the information 
society 


established to operate 
telephone services 

(Expected to begin operation 
Autumn 1986) 


Moving information system 
-In the Feb 85 intermediate 
report of the Transportation 
Policy Council, a moving 
information system was 
proposed to link railroad 
cars, automobiles, and 
airplanes to offices 

-In Jun 85, the "Council 

for the Research and Study 
of New Developments in Mobile 
Information Systems" was 
established 


The industrialization of 
software production in 
response to the software 
crisis 


Establishment of "cooperation 
guidelines" for each field 

of enterprise, based on 
"legislation regarding the 
promotion of data processing," 


Consideration of the 
promotion of the 
concept of locating 
information related 
industries in ports 
as bases for sending 
and receiving 
satellite communica- 
tion (the Teleport 
concept ) 

With regard to this 
concept, studies will 
be made in the future 
on coordination of 
enterprises on the 
national and local 
levels 

(Ports now under 
study) 

- Tokyo Harbor 

- Yokohama Harbor 

- Osaka Harbor 


The training of 
data processing 
specialists is an 
urgent matter 


Promotion of the 
establishment of 
"cooperation 
guidelines" for 
each field of 











5. Construction of 
bases for technology 
development 


and low interest financing by 


the Association for the Promotion 


of Data Processing" 


Promotion of uniform 
standardization by the Japan 
Industrial Standards (JIS) in 
order to guarantee the 


interoperability of information 


related equipment and systems 


Supply of venture funds by the 
Basic Technology Research 
Promotion Center and the 
promotion of joint research 


with the purpose of strengthening 


cooperation of industry, 
government, and academia 


Implementation of a tax system 
promoting basic technology 
research, and realization of 
grants and guidance policy 
finance 


The low cost use of national 
research laboratories due to 
the Law Encouraging the 
Efficiency of Basic Technology 
Research 


Implementation of a system for 
joint research by public and 
private sectors 


Promotion of private risk 
compensation (profit payment 
system) in the field of 
aircraft development, by 

use of grants 


The "Law Encouraging the 
Efficiency of Basic Technology 
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enterprise 


The promotion and 
widespread use of the 
Japan Industrial 
Standards (JIS) of 
telecommunications, 
for interconnection 
of information 
related equipment 

and systems, is an 
urgent matte: 


Establishment of a 
system of cooperation 
of industry and 
government in 
research and 

deve lopment 


The efficient use of 
grant money and the 
further promotion of 
private vitality is 
planned, and new 
schemes for funding 
should be considered 


Promotion of basic 
technology research 


6. Promotion of 
technology development 
related to information 


7. Promotion of 
technology 
development related 
to communications 


8. Promotion of 
techno logy 
research related to 
construction 


Research" in effect 15 Jun 85 


Promotion of new media 
technology development 


Research and study of new 
media technology 
deve lopment 


Announcement of a 
recommended communications 
system (JUST) of "personal 
computer communications 
devices 


Development of frequency 
sources 


Survey and study of radio 
wave use 


Promotion of an Apartment 
plan for the 2ist Century 
which aims to radically 


improve cooperative housing 


in mining and 
telecommunications 
through establishment 
of the Basic 
Technology Research 
Promotion Center 

(to be established 

1 Oct 85 


Expansion of budget 
and Telecom tax 
system, and fiscal 
investments and loans 


Development surveys 
of new media 
technology 


Development surveys 
for planning of high 
level data communica- 
tion 


Expansion of budget 
and Telecom tax 
system, and fiscal 
investments and loans 


Propagation, 
promotion, study, and 
surveys of JUST will 
come about through 
activation of 

private vitality 


Enhancement of 
development and use 
of radio waves 
Increase of budget 
and Telecommunication 
tax and increased 
investment for 

new media 

The implementation of 
proposal competition 
for enterprises in 
developing new 

urban housing 








9. Promotion of 
transportation base 
technology development 


10. Promotion of 
biotechnology 


Activating urban 
redevelopment by 
the spreading of 
development research 


Research into highly reliable 

intelligent boats (research 

into radical automation and 

energy conservation of boats) 

- Development expenditures: 
about 15.5 billion yen 
(provided by both national and 
private sectors) 


Research into low cost subways 

(research into small-sized 

subways with small tunnels) 

- Development expenditures: 
about 300 million yen 

(provided by both national and 

private sectors) 


Study of methods of promotion, Promotion of local 
and promotion of cooperation technology, efficient 
among industry, government, international cooper- 
and academia in research and ation, study of 
development of a base standardization of 


related equipment, 
exchange of talent by 
cooperation of 
industry, government, 
and academia, 
training of talent, 
and promotion of 
joint research 


Development of national 
systems like the 
"Agricultural and 
Biological Research 
Institute (established 
Dec 83), and conferences 
for the strengthening of 
cooperation among 
industry, government, 
and academia 


Promotion of the development 
of biotechnology by the 
activation of private 
vitality 
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Expansion of joint research, 

and strengthening of cooperation 
with the private sector by 
accepting researchers 


Special tax deductions for 
property used in research and 
development of basic technology 
(for 3 years starting 1985) 


B. Promotion of Local 
Development in Response 
to the Information 


Society 
1. New developments Promotion of industrial 
in industrial relocation policies, and 
location policies activation of local economies 


by local distribution of 
industries is being 
promoted 


Approval of the development 
plan in 15 areas for the 
Technopolis concept, with 
the plan still under 
examination for Aomori, 
Nishi Harima, and Kagawa 


In order to promote 
local distribution 
of high level 
research and 
information 
functions, the 
strengthening of 
high level functions 
in cor local cities 
is necessary 


The formation of 
industrial 
satellites (creation 
of incentives for 
guarantee of 
industrial land use, 
development of high 
speed transportation 
infrastructure, and 
attraction of 
enterprises) 

in order to promote 
industrial develop- 
ment appropriate to 
the local potential 


Introduction of new 
social systems such 
as waste disposal 
systems, health 
maintenance and 
medical systems, 
new transportation 
systems, and 





2. Promotion of 
local development 
by formation of 
high speed 
transportation 
networks 


3. Promotion anu 
development of 
information systems 
responsive to 

local needs 


4. Development of 
small and medius- 
sized enterprises 
in response to a 

time of change 


Promotion of efficiency in 
acquisition of development 
land, and enterprises for 

development of related land 


Establishment of Technomart 


Study of new methods of 
supplying industrial land 
by lease and trust 


Promotion of the new 
media community concept 


Measures for assisting small 
and medium-sized enterprises 
to respond to developments 
in innovation 


Establishment of model 
enterprises to promote the 
Community Mart concept 


Creation of the concept of 
integration -f industries 
at a new location 


information systems 


Establishment of the 
Japan Technomart 
Foundation, and 
formation of a 
national network 
(enlargement of 
funding, membership, 
and chapters) 


Establishment of a 
system for smooth 
change in status of 
industrial housing 
complexes not yet 
parceled out for 
sale 


Establishment of a 
policy for planning 
a network of high 
standard trunk lines 


Realization of 
support for model 
information system 
building in model 
regions 


PR for a variety of 
measures such as the 
Law for Extraordinary 
Measures to Promote 


technological devel- 
opment of small and 
medium enterprises 
Operations regarding 
"software" for events 
in shopping centers 


Realization of 
policies to bring 
about a master plan 





5. Promotion of local 
development using 
data communication 


6. Development of 
information systems 
for agriculture, 
forestry, and 
fishing 


7. Activation of 
agricultural, 
mountain, and 
fishing regions 
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Promotion of the future 
communication model city 
plan (Teletopia) 


Designation of Teletopia 
model cities (5 Mar 85) 


-Designated areas for 
Teletopia: 20 locations 
nationwide 

-Establishment of the 
Association for the 
Advancement of 
Telecompunications 
(a foundation) on 
10 Jun 85 


Development of systems for 
promotion of measures such 


as information action 
rooms (April 19585) 


Revision of the Agricultural 


Promotion Act and Land 
Improvement Act so as to 
promote the building of 
Villages through the 
creativity of local 
residents 


as a model for the 
nationwide promotion 
of local industries 


Secondary designation 
of Teletopia model 
cities (expected at 
the end of 1985) 


Development of bases 
for data communica- 
tion functions in 
local areas 


Development of 
application systems 


Measures regarding 
the third sector or 
nonprofit foundations 


Promotion of CATV 
operations 








END OF 
FICHE 
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